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Steel-enclosed air switchgear 

as built by I-T-E is called Multumite. 

Multumite construction includes refinements of design well in 
advance of common practices . . . pantograph withdrawal 
construction @ welded stéel frames @ flanged doors and panels 
e grille type louvers © dependable separable contacts @ accessi- 
bility of all parts @ silver surfaced bus conductors e Klamp-tite 


disconnect switches @ circuit breakers by I-T-E. 


Representatives in Principal Cities 


1-T-E CIRCUIT BREAKER CO., PHILADELPHIA, PA. 
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HE BARBER GAS 


Now Mor 
Than Ever— 


Fuel Economy 
Is Vital 


» eee when all natural re- 

sources are being mobilized for 
the preservation of the nation, the economical use of fuel is 
of prime importance. Gas companies and gas service opera- 
tors know that this is true of natural as well as Butane- 
Propane and bottled gases. Constructive advice and assist- 
ance on the effective use of fuel, which was before simply a 
matter of good business, now becomes clearly a duty. What 
more valuable and timely advice can you give your custom- 
ers than your recommendation that they install, for every 
gas appliance, a reliable pressure regulator? 


Barber Regulators provide safety, fuel economy, and 
better service in any gas appliance. Built with high-grade 
bronze bodies, brass working parts, phosphor bronze springs, 
non-deteriorating diaphragms (for Butane-Propane or bottled 
gases, regulators are supplied with specially treated dia- 
phragms). Use Barber Pressure Regulators on appliances 
which you install or sponsor. 


BURNER CO., 3704 Superior Avenue, Cleveland, Ohio 


BARBER ,.25,: REGULATORS 


‘arber Burners For Warm Air Furnaces, Steam and Hot Water Boilers and Gas Appliances 
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1 Careful inspection of the parts you send us, to make sure 
® they are worth reconditioning. We reserve the right to reject 
them for service if they can’t be made as good as new. 


? Chaser dies are accurately re-ground to original specifica- 
= tions. 


Chaser dies are given final inspection—and returned to you 
® under regular RIBEID new part guarantee of satisfaction. 


Here’s What You Do 


Collect all your old worn RIZRID Chaser Dies and turn them 
over to your Supply House with order for this Reconditioning 
Service. Your Jobber ships them to us with parts accumulated 
from other customers, to save shipping expense, for we allow one- 
way freight to Jobber on lots weighing 100 pounds or more. Re- 
member: only RIAD trademarked 
parts accepted for service. No priori- 
ties needed. Service is prompt. Keep 
your RIZAID Tools on the job, 


order now. 


This service available only 
in U. S. — includes also 
RIGEID Wrench Jaws 


THE RIDGE TOOL CO. 
ELYRIA, OHIO, U. S. A. 


All RUMI Pipe Tools are poten, 
old through supply houses. : i= | c= l Cc 


Pipe Wrenches, Cutters, Thread ers, Vises 
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Pages with the Editors 


HIs year the regular annual convention of 

the Edison Electric Institute had to be 
modified in keeping with the times and for 
obvious reasons. In its place an intensive busi- 
ness meeting of institute members and offi- 
— was held in New York city, June 11th to 
13th. 


By the same token, Pustic UtiLities Fort- 
NIGHTLY did not bring out its usual special 
electric issue coincidental with the EEI con- 
vention. Instead, we decided to offer a special 
war issue that would span the war-time activi- 
ties of all forms of public utilities—gas, elec- 
tric, transportation, and communications. And 
so, in this issue, which is distributed during 
the week of July 4th and is fittingly dis- 
tinguished by the reproduction of Old Glory 
on the front cover, we give special recogni- 
tion to the contribution of the public utilities 
in helping America win the war, and the criti- 
cal battle of the production line. 


For this purpose we have gathered brief but 
pointed statements of leading regulatory and 
industrial officials in the public utility field: 
Chairman Fly of the Federal Communications 
Commission; J. A. Krug and Leighton Peebles 


© Harris & Ewing 
Cc. W. KELLOGG 


The power industry will not falter in its duty 
to serve both the home and the war machine. 


JULY 2, 1942 


of the WPB Power and Communications 
branches, respectively; J. D. James, president 
of the National Association-of Railroad and 
Utilities Commissioners; Charles W. Kellogg, 
president of the Edison Electric Institute; 
George S. Hawley, president of the American 
Gas Association; Walter S. Gifford, presi- 
dent of the American Telephone and Telegraph 
Company; R. A. Phillips, president of the 
United States Independent Telephone Asso- 
ciation. 


WE welcome the opportunity of presenting 
these statements, which were especially pre- 
pared for publication in Pusriic UTmLitiEs 
ForTNIGHTLY. The sum total of these pro- 
nouncements is a vote of confidence in the 
ability of the public utility industries of 
America to carry on in time of war. 


> 


HE other feature articles in this issue 

examine particular phases of the relation- 
ship of public utilities to the war effort. 
Francis X. WELcH, of our own editorial 
staff (whose article begins on page 9), com- 
pares the performance of the utilities in 
America with those abroad. HErpert Corey 
and ArNotp HaInes, both Washington cor- 
respondents, discuss operations of public utili- 
ties on the home front and in the post-war 
period, respectively. 


> 


W:® know that all public utilities have gone 
to war—signed up for the duration. A 
public utility, however, is by nature one of those 
hybrid organizations (or maybe “ambidex- 
trous” would be a better term) which must 
simultaneously carry on the activities of both 
war and normal routine. It is called upon to 
provide the sinews for the firing front and at 
the same time literally keep the home fires 
burning. The public utilities cannot go “all 
out” in the sense that a munitions plant or a 
shipyard or countless other industries have 
converted themselves 100 per cent to direct war 
effort. 


OF course, it has to provide the power and 
gas and transportation and communication for 
the munitions factory, shipyard, and so forth. 
But at the same time it must also carry on the 
humble task of heating baby’s bottle and 
powering the machinery with which Emile 
creates Milady’s hair do, 
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RILEY STEAM GENERATING UNIT 


ANOTHER RILEY UNIT 
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COMMONWEALTH & SOUTHERN CORPORATION 
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SOUTHERN INDIANA GAS & ELECTRIC CO., EVANSVILLE, IND. 
Commonwealth & Southern Corporation 
225,000 lbs. steam/hour, 900 lbs. design pressure 900° F steam temp. 
87.5% Efficiency. 
Riley Boiler, Superheater, Steam Temperature Control, Economizer, 
Air Heater, Water Cooled Furnace, Steel Clad Insulated Setting. 
Fired by Riley Pulverizers & Burners. 


RILEY STOKER CORPORATION 


WORCESTER, MASS. 
BOSTON NEW YORK PHILADELPHIA PITTSBURGH BUFFALO CLEVELAND DETROIT SEATTLE 
8T. LOUIS CINCINNATI! HOUSTON CHICAGO ST. PAUL KANSAS CITY LOS ANGELES ATLANTA 


COMPLETE STEAM GENERATING UNITS 


BOILERS - SUPERHEATERS - AIR HEATERS - ECONOMIZERS - WATER-COOLED FURNACES 
PULVERIZERS - BURNERS - MECHANICAL STOKERS - STEEL-CLAD INSULATED SETTINGS 
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PAGES WITH ‘THE EDITORS 


A coop deal of the discussion by leading in- 
dustrial and regulatory officials in this special 
issue tells the story of how the utilities are 
bearing up under the additional burdens of 
service resulting from the war effort. We did 
not notice very much, however, about matters 
involving the utilities on the home front. But 
they are happening just the same. Here are 
just a few odds and ends picked up from news- 
paper clippings to show that utilities have 
to be prepared for special problems: 


HILE a congressional committee in Wash- 

ington sweats over a telegraph merger 
bill, the sharp-eyed New Yorker magazine 
noted a Postal Telegraph boy and a Western 
Union girl wandering down Fifth avenue, 
hand in hand, during a warm evening in early 
June. It is not recorded that either of them 
had in their possession at the time, telegrams 
marked “Rush.” 


Tue blackout-conscious citizens of Los An- 
geles have been so busy fixing up spare rooms 
and basements for air-raid shelters, they have 
caused a mild run on electric bulbs and fixtures 
and slightly augmented the evening lighting 
load of the city power bureau—contrary to 
what one might expect to occur during a black- 
out. 


From far-away Auckland, New Zealand, 
farmers have asked that the ban be lifted 
against new telephones because many in iso- 
lated districts need them during gasoline and 
tire shortages. 


From upstate New York comes word that a 
gas company experienced a novel Sunday after- 
noon peak on residential consumption, which 
it also attributes to gasoline rationing—people 
are staying home week-ends and discovering 
the virtues of a home-cooked meal. 


HERBERT COREY 


The OCD is satisfied with progress of utility 
precautions. 


(SEE Pace 18) 
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(Continued) 
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The American telephone and telegraph in- 
dustries will see that the messages get through. 


MONG the important decisions preprinted 
A from Public Utilities Reports in the back 
of this number, may be found the following: 


THE war emergency is beginning to affect 
the question of utility rates, and recently the 
Wisconsin commission ruled that present rates 
should be stabilized for the duration of the 
war, and so long as there is a ceiling on prices 
of other human necessities, rates for utility 
services, if within the range of reasonable- 
ness, should be frozen and should not be regu- 
lated upon precisely the same considerations 
as prevail in normal times. (See page 193.) 


Tue Federal Power Commission, in order- 
ing the reduction of natural gas rates, dis- 
cussed such matters as its jurisdiction over 
natural gas companies, determination of origi- 
nal cost, construction overheads, consistency 
of methods of determining accrued and annual 
depreciation, return to the gas company, and 


the allocation of company costs. (See page 
205.) 


THE evils enumerated in § 1(b) of the Hold- 
ing Company Act and its relation to the 
validity of a rule prohibiting the payment of 
underwriters’ fees to an affiliate were dis- 
cussed by the United States Circuit Court of 
Appeals in affirming an order declaring the 
company to be an affiliate of another company 
and not entitled to an underwriter’s fee. (See 
page 240.) 


THE next number of this magazine will be 
out July 16th. 


Aa. Eutixcrve 
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A WARTIME PLEDGE * 


TO OUR PUBLIC UTILITY FRIENDS * 
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In wartime, our selling efforts, like our manufacturing efforts, have 
only one prime purpose: to make a total contribution to total 
victory. This purpose our nation-wide organization is brilliantly 
equipped to fulfill. 







For the Remington Rand representative has always put emphasis 
on education, rather than selling. And today it is his knowledge 
of business machines and his ability to teach broader use of bus- 
iness systems and methods, that makes him so valuable to public 
utilities in wartime America. 







He knows, and is teaching America, how to make the entire office 
system more productive. He knows, and is teaching America, how 
to get more reports, more of the vitally needed reports, from 
accounting and bookkeeping departments which appear already 
to be working at full capacity. He knows, and is teaching America, 
how to extend the useful life of typewriters and other business 
machines. 

The knowledge and advice of these Remington Rand specialists, 
in business centers from coast to coast, comprise a “Service of 
Supply” for all public utility offices. And because this service to 
you, like your service to all America, is indispensable to efficient 
over-all production, we pledge you our fullest help and co- 
operation. We urge you to accept this pledge literally ... to call 
upon us at every occasion. Remington Rand Inc., Buffalo, New York. 


















Branch offices in all principal cities. 








REMINGTON RAND INC. ; 
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VULCAN 


SOOT BLOWERS 


Last fall a check was made 
by Vulcan engineers on a soot- 
blower unit installed 4 years 
before in a twin furnace steam 
generator job at Oil City, Pa. 


The engineers found that 
the unit had completed its 4th 
year of operation without one 
instance of servicing, repair, 
or maintenance having been 
required. 


Because of the advance de- 


sign of this boiler, involving 
new features in soot-blower 
design and construction, 
Vulcan engineers had inspect- 
ed the installation regularly 
for many months. But the en- 
gineering was sound. No trou- 
ble of any sort developed. Op- 
erators reported perfect clean- 
ing, reasonable cost — and 
VULCAN Soot Blowers were 
again specified on a duplicate 
steam generator installation! 


Write for Details Today 


SOOT BLOWERS 
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EpItor1iAL STATEMENT 
The Nation. 


DonaAtp M. NELSON 
Chairman, War Production 
Board. 


ANNE O’Hare McCormick 
Member, editorial staff, The 
New York Times. 


Joun T. WHITAKER 
American newspaper cor- 
respondent. 


EpirortaL STATEMENT 
Engineering News-Record. 


Joun E. RANKIN 
U. S. Representative from 
Mississippi. 


EpItoRIAL STATEMENT 
The Wall Street Journal. 


Everett M. Dirksen 
U. S. Representative from 
Illinois. 


S. B. WittiaMs 
Editor, Electrical World. 
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Remarkable Remarks 


“There never was in the world two opinions alike.” 





—MONTAIGNE 





“There is nothing inevitable about war-time inflation.” 


¥ 


“Of all the shortages we face, the shortage of time is 
the most serious.” 


¥ 


“The press could help the government much more than 
it does if it were told more.” 


> 


“Tt is time we realized that we cannot win this war 
on potentialities alone...” 


¥ 


“Red tape is just another name for established pro- 
cedure, and cutting it means, in plain language, to flout 
it, when necessary.” 


¥ 


“If all members of Congress in both houses had fought 
as hard for rural electrification as I and other members 
of our public power bloc have done, this nation would 
today be covered by a veritable network of rural power 
lines.” 


5 


“When it becomes necessary to create a huge bureau- 
cracy for a great task there is always a tendency for this 
bureaucracy so to entrench itself in position and power 
that it can be dislodged from both only with difficulty.” 


¥ 


iy 


. adequate transportation provision must be made 
if the war effort is going to be efficient, because you can- 
not be riding people on a bus for an hour to work and an 
hour from work, and all of the other expenditure of in- 
effectual time, and say that you have an effectual war 


” 


worker... 


e 


“Some unexplainable things happen in any government, 
but none more so than the make-up of our present Con- 
gress. Here is a body that is considering the expenditure 
of billions of dollars for engineering projects, yet there 
is not a member of the Senate whose principal business 
is engineering, and but five members of the House .. .” 


12 
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. SO 
oday—when speed is so essential in 
, pebtaining vital accounting, figuring BUDGETARY CONTROL 
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14 REMARKABLE REMARKS—( Continued) 


J. Monroe JOHNSON 
Member, Interstate Commerce 
Commission. 


EprroriAL STATEMENT 
Fortune. 


S. W. UTLey 
President, Detroit Steel 
Casting Co. 


A. S. Mike Monroney 
U. S. Representative from 
Oklahoma. 


Wi1u1AM H. WILLs 
Governor of Vermont. 


Davis M. DeEBarp 
Vice president, Stone & Webster 
Service Corporation. 


JULY 2, 1942 


“Never before have we fully appreciated the impor- 
tance and absolute necessity of transportation, and per- 
haps would not for years to come, were it not for this 
war and the sacrifices that you will be called upon to 
make.” 


¥ 


“By far the most noticeable change in civilian industry 
[by the end of 1943] will be not in the numbers employed 
but in their sex. In mining and construction men will re- 
main in possession of the field, but women will gain 
sharply in transportation, power, communications, and in 
the hotel, restaurant, professional, and amusement fields.” 


¥ 


“Many seem to have forgotten that it requires guns 
to win a war, but butter to pay for it. There is much 
talk of war profits, little of war losses, little of the thou- 
sands of employers who are being forced out of busi- 
ness. It is idle to talk of war profits as though they were 
of a different nature than peace-time profits, for today 
there is no choice between the two; war work is the only 
work in which many types of manufacturing can engage.” 


sd 


“We, as a Congress, seem too ready to try to run the 
mil:tary and naval affairs and to attempt to direct by re- 
mote control our foreign policy. In these fields, the gov- 
ernment wisely has tried to build up a career service, 
trained and skilled in the delicate decisions that must be 
arrived at when in full possession of all the facts. Our 
kibitzing on military strategy and strictly military policy 
should not be dignified by expressions from the floor.” 


¥ 


“The most disconcerting element in the entire war ef- 
fort today is the cross-purpose announcements originat- 
ing in Washington from the many governmental agencies 
which there abound. .. . It is respectfully suggested that 
until Federal policy has reached more than preliminary 
discussion stages, until policies have become more than 
hazy dreams in the minds of administrators, no public 
announcement of such policies be made.” 


* 


“When this war is over there will be a tremendous 
surplus of electric capacity in both private and govern- 
ment-owned water-power projects. There will no doubt 
be quantities of oil and perfected oil-burning appliances. 
There will be the keenest competition for the consumer’s 
dollar among all manufacturers of durable goods. I need 
not elaborate to tell you that the competition will be keen 
and those companies and dealers who prepare now for 
a peace-time sales effort and continued public acceptance 
of our [gas industry’s] product are the companies and 
dealers who will reap the greatest rewards.” 








F: ‘| HI-PRESSURE CONTACT 
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RVING THE ARTERIES OF INDUSTRY 














Now, when War Production 
makes prior claim to the manu- 
facturer’s output, is the time to 
seek quality and service as never 
before. 

It’s good business—Patriotic 
business—to demand the maxi- 
mum service from available raw 
materials. 

With your sympathetic co- 
operation in plans and specifi- 
cations, R&IE can help more by 
thereby eliminating many of the 
occasional production delays. 





RAILWAY AND INDUSTRIAL ENGINEERING C0., GREENSBURG, PA. 
Specialists for 31 Years 


IN THE PRODUCTION OF HIGH TENSION SWITCHING EQUIPMENT— 


R&IE pioneered such features as Hi-Pressure Con- R&IE Specializes in the manufacture of air-break 
acts: Metal Enclosed, segregated Bus design; and disconnecting switches, bus clamps, and con- 
hermo-Rupters; load break switches, and many nectors, cutouts, interlocks, automatic throw-over 
finements to standard switching equipment. equipment and testing devices. 














Public Utilities Fortnightly July 2, 194qgpuly 2, 15 


a ’ a 77 
I] * ; | 
\t eS “ZIT Ts a 1 
A T T ; ae ¢ — + 
Pa) } 
! } \ 
i | @ | a 
ti 7. i i I 
f 7 
fel We: 
SSS ¥: sa 
1 (Be ee = @ 
1 4 2 ‘oy 
loasro = 
IK A ifm Ls 
Ea AT 
t f i 
' | f 7 
H | f : 
i i’ st / 
n°: ) 
yy > ve == ) i 
Gee oor 
ig= Tiabhahahbahbat Acai 
p33 4 
} 
\ H 
"1 8 I | 
ry | 
1 | / 
i} 0 i‘ { 
3 
yt 6 
C-E E 
+ i. A 
a € f kw ] 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





1oqpmuly 2, 1942 Public Utilities Fortnightly 


its WAR-TIME stride 





the world’s largest Steam Generating Unit is 
“on the line” 24 hours a day—7 days a week, 
serving vital war production! 


This exceptional unit, designed to supply peace-time power to one of 
the country’s most important coal producing areas, is now proving its 
real mettle in our war-time emergency. 

Averaging 875,000 pounds of steam per hour, 24 hours a day for 
months on end, this unit completed a full year — 1941 — with an avail- 
ability record of 96 per cent. Indications are that this remarkable record 
may be surpassed in 1942. 

In contributing directly to the production of coal for hundreds of our 


vital war industries, this peace-time giant has truly hit a war-time stride. 


ams act 


COMBUSTION ENGINEERING 


COMPANY, INC. 200 MADISON AVENUE NEW YORK, N.Y. 
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PROVED ALL WAYS (os Vidliny 


THE BROAD HIGHWAY of business- 
as-usual is temporarily closed. Democ- 
racy is on the great detour of all-out war. 
It is a hard new way. Men and machines 
face new endurances, new sacrifices. 


We travel a road blazed by the 
strength, courage, and integrity of free 
men. We shall gain again by setting 
wheels off beaten paths to 
sterner ground. 





BUY 

As with men, so with ma- 
chines! In the scene above, 
one of the U. S. Army’s 6- 











wheel drive 214-ton International Truck 
rides the twist course at the Interna 
tional proving. grounds. Brawn an 
character are bred into a truck—not o 
the broad and finished highway but o1 
such a “detour” as this, where a routin 
hour of torture packs more punishmen 
than most trucks meet in a working life 
time. For both military and civilian 
needs, International Trucks, now as al 
ways, are proved all ways for VICTORY 


INTERNATIONAL HARVESTER COMPANY 
180 North Michigan Avenue Chicago, Illinoi 


INTERNATIONAL TRUCKS 
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“We shall win... or we shall die!” 
—GENERAL DOUGLAS MacARTHUR 


IT’S YOUR MOVE NOW 


THE MORE BONDS YOU BUY... THE MORE PLANES WILL FLY 


Now, as never before in all our glorious history, our 
Army, Navy, and Marine Corps urgently need planes, 


f; tanks, ships and guns! 

; Literally, billions of dollars are needed immediately 

ruck to produce these and other weapons of defense . . . of 

terna offense .. . and of Victory! 

; If we are to smash the enemy out of our seas and 

ot 0 blast him from the air over our heads, every dollar you 

ut of can spare, every dime that is not absolutely required 

utin for the necessities of food, clothing, and shelter should 

anil ‘ be, yes, must be, loaned to your Government! 

y lifes . We must act fast. Start getting your share of United 

vilial ~ States War Bonds and Stamps today. Get them regu- 
larly! 

as al 

ORY 





wf QU. S. WAR BONDS «x STAMPS 


c / AMERICAN GAS & ELECTRIC COMPANY 
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Just Published— 


WILL ELECTRIC POWER 
BE A BOTTLENECK? 


By Louis Marlio 


The results of a searching investigation of America's capacity to 
meet its vast and growing wartime power needs are presented in this 
pamphlet. Already the pinch is coming close, yet the peak of demand 
will not be reached until 1944. A detailed program is suggested for the 
expansion of generating facilities and for the conservation and more 
effective utilization of existing power production. 


70 pages—Paper bound—S50 cents. 


Published by 


THE BROOKINGS INSTITUTION, Washington, D. C. 


Faith in THE Future 


OF MODERN METERING 


Fait: in the 
operation of the electric utility 
watthour meter manufacturers, 
sign and development of the 
meter well ahead of meterir 
Thanks to this faith and coopé 
meters built today are fully co 
load conditions for some time 
normal times are once more 1 
are sure to be, watthour mete: 
their important part in system 


SANGAMO ELECTRIC COMPANY 


Soe) 8 to eee Ls omy ee: 
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WHAT! he 


2500 BOXES OF 
CARBON PAPER (7 
THROWN AWAY? | 





YESSUR-W one vear, 
BUT WE COULD HAVE 


SAVED 2985 BONES 


You’re right, young lady! The Egry Speed-Feed would 
have saved the 2485 boxes of carbon paper that went into 
the waste basket. The Speed-Feed converts any type- 
writer into a billing machine in one minute .. . steps up 
the output of typed forms per day 50% (even more) . 
and eliminates the use of costly, wasteful, pre-inserted 
one-time carbon forms! 


Yes, a user of the Egry Speed-Feed ae 
and 50,000 five-part 814” x 11” Egry aia 
Continuous Printed Forms per year 

saves 2485 boxes of carbon paper an- 

nually. In dollars and cents that sav- 

ing will more than pay for the use of 

the Speed-Feed for a century or more! 

Literature on request. Demonstration 

in your own office without obligation. 

Address Dept. F-72. ; 


a 


eh, 
ZZ 


EGRY SPEED-FEE!I 


The EGRY REGISTER Company 
Dayton, Ohio 
SALES AGENCIES IN ALL PRINCIPAL CITIES 


The Egry Register Co. (Canada) Ltd., King and Dufferin Streets, Toronto, Ontario, Canada 
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“DIM OUT SHEER” 





Permits Full View of Store Windows! 
Prevents Light Rays Eseaping! 


These unretouched photographs of a display window were taken under 
identical conditions—with and without Celanese “Dim Out Sheer” curtain. 


Tests have demonstrated that the new Celanese “Dim Out Sheer”, trans- 
parent black fabric, cuts out approximately 75% of light reflection 
without obstructing the view of show windows under normal lighting. 
To prevent light rays from escaping to the street, a curtain of Celanese 
“Dim Out Sheer” is placed between the light and the window glass. The 
merchandise remains clearly visible. Stores on the sea board can now 
help to meet the problem of window displays under dimout conditions 
without forfeiting the patronage of passersby. 


Celanese Corporation of America 
180 Madison Avenue, New York City 


*Reg. U.S. Pat. Of. 


Her a current ruling of the Federal Trade Commission, CELANESE yarn is classified as RAYON 
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The water-cooled furnace sidewalls and 
roof are of the same durable stud-tube 
construction that is used in large central- 
station boilers. 








The deep 


provides ample space for complete com- 


clare 


fired from one 


furnace 
bustion with minimized surface fouling 


resulting in high rates of radiant absorp- 


tion by the wall surfaces 
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Cyclone Steam Separators pravide dry 


steam at high boiler water <2)1centrations, - 








independently of wide varnuzricns in water 
level, increase circulation by e)) inating 
steam from the down-flowing circulating 
water, and allow a more nearly correct 


water-level indication. 








PRE ge 


MPR icy 









which cover and 


The bare metal blocks 
tubes of the 


furnace floor, provide a surface readily 


protect the water-cooled 


cleared of ash 


(Manufacturers Service Agreement) 
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e self-draining superheater de- 
n prevents any accumulation 
water inthe tubes, and assures 
am flow through all tubes on 
rting up. 


e tubes of the third bank, which 
in the zone of coolest gases, 
as down-comers, insuring 


aid positive circulation. 


One hundred and one B&W Integral-Furnace Boilers have been pur- 
chased for central-station service by fifty-six utilities. Of these pur- 
chasers, eighteen, or 34 per cent, have ordered additional units on 
the strength of the performance of the original installations. 


These repeat orders based on experience constitute approximately 
36 per cent of the total number of these boilers purchased for central- 
station use. 

This outstanding record of the Integral-Furnace Boiler for availa- 
bility under all conditions of load, steam characteristics, and most 
methods of firing indicates its ability to serve satisfactorily under all 
the usual conditions of central-station service. erave 


BABCOCK 
Sovhasen, Wee tor gen. & WI L C 0 X 


duction achievement is“an 
honor aét lightly bestowed THE BABCOCK & WILCOX COMPANY 
and one to be cherished. 


85 LIBERTY STREET NEW YORK,N. Y. 
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The careful investor judges a 
security by the history of its 
performance, 


roduction, has established a record of per- 
formance that is unequalled in the history 
of ‘insulated wires and cables. _ 
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> WIN WE WA 
rd THE MO 


ONEY 


"ae 
you 


SAVE 


ita plane 


. . . or extra tank, or extra gun, or extra ship 
completed tomorrow may, in a few months, 
turn the tide on some distant battlefield; it may 
make the difference between life and death for 
some of our fighting men.” 


—PresiDENT RoosEveEtr, 
February 23, 1942. 


Would you be the one who failed to help buy that 
plane, tank, or ship—by failing to buy your share of 
Bonds? Could you sleep nights knowing that Ameri- 
can boys were being killed because you and others 
“put off” doing your part? 


Remember, they are OUR boys now—from your 
State, your town, perhaps your very home. They’re 
out there risking their lives—giving their lives—so 
that America, your free America, can live. ~And just 
as you aré counting upon them to give everything 
they’ve got, so they are counting upon you to give 
everything you've got—by working harder than 
you ever have before and by investing in Bonds to the 
very limit of your powers! 


Can they count on you? Make your answer ring clear 
and true—let our boys know that every man, woman, 
and child in America is behind them 100%! Go to 
your local post office, bank, savings and loan associa- 
tion, or other official sales agency today. Pledge 
yourself to buy all the Bonds you can—regularly, 
every pay day until this war is won! The more Bonds 
you buy, the more planes will fly. 


bur us. savines Bonds ¥ Stamps 





This space is a contribution to America’s All-Out War Effort by 


E MATERIAL COMPANY 








HEAVY, GALVANIZED SHEET METAL re 


HIGH-MELTING-POINT ASPHALT 
A FULL INCH THICK aa 


CANVAS JACKETED 
85% MAGNESIA 
INSULATION 


PIPE AS 
SPECIFIED 


The high insulating efficiency of 85% Magnesia with the 
inch-thick protecting layer of Asphalt ensures for Ehret’s 
Durant Insulated Pipe a long and trouble-free life of service. 
Added to this inherent value are 10 points of advantage 
that make Ehret’s D.1.P. outstanding for underground service. 


] Insulation protection is absolutely § Neo rollers or pipe supports re- 
dependable. quired. 


2 Permanently waterproof. 7 Tile or masonry protection not 
No sub-drains required. Complete required. 
water submersion does no harm. 8 


inated. 


9 No breakage or waste of material 


5 In multiple lines, individual Durant sais enbicaatammeneein 
pipes can be added, removed or 10 Field costs are much lower than 
replaced without disturbing those of tile, tunnel and similar 
others. systems. 


Send for the Ehret D.I.P. Booklet. It gives complete information on 
this modern system for underground insulated piping. 


EHRET MAGNESIA MANUFACTURING COMPANY 


VALLEY FORGE + PENNSYLVANIA 


DISTRIBUTORS IN ALL PRINCIPAL CITIE! 
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OOSIER ENGINEERING COMPANY 


46 SO. 5TH ST., COLUMBUS, OHIO NEW YORK 


RECTORS OF TRANSMISSION LINES 
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MERCOID SENSATHERM 


A distinctive low voltage thermostat widely noted 
for its close room temperature control. 


MERCOID NO. 855 THERMOSTAT 


Operates directly on line voltage Universally ac- 
cepted by the trade for its dependable performance 


EXPLOSION-PROOF CASES 


Available with any type of temperature or pressure 
control. Recommended for all hazardous locations 











REMOTE BULB TEMPERATURE 
CONTROL 


With double outside adjustment feature. Avail- 
able in various ranges for numerous types of in- 
dustrial applications. 


LIQUID LEVEL CONTROL 


With explosion-proof housing. Recommended for 
use in hazardous locations. 


COMPLETE LINE 
SHOWN IN CATALOG 











a 
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TILTING TYPE 


WMercoid Controls git 
100% /ilercury Switel 


Protection 


War production calls for maximum efficiency as well as 
protection of life and equipment in plant operation—in- 
creasing enormously the requirements for automatic 
controlling instruments. 

Mercoid Controls have figured prominently in the ex- 
pansion of the Nation’s war industry. Engineering 
acceptance throughout all branches of industry made 
this inevitable. 

Mercoid Controls have not fallen short of the reputation 
they have established over the many years of their exist- 
ence. Their reliability is taken for granted—but there are 
reasons back of it—one in particular that good engi- 
neering does not overlook: 

The vital part of an automatic control and usually 

the most vulnerable is the switch element itself. 
Coupled with proven principles of design and con- 
struction, all Mercoid Controls are equipped with her- 
metically sealed Mercoid type mercury switches. These 
switches are immune to corrosion and eliminate open 
arcing, pitting or contact welding. Experience shows 
them to operate indefinitely without deterioration. 

Mercoid products fit into wartime requirements for 
temperature and pressure regulation, liquid level main- 
tenance, switch contacts, circuit relaying, protection 
against ignition, flame, and power failures and low 
voltage. The majority of Mercoid Controls are also avail- 
able with explosion-proof cases for hazardous locations. 

A fully descriptive catalog for your supply source 
library may be had on request. Mercoid engineers will 
advise with you on control problems. 


The Mercoid Corporation x 4213 Belmont Avenue * Chicago, Illinois 
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19 Grinnell Genspring Hangers support this piping in large 


susnniees CK E 


ower plant. 


7 wm Wetghtless Piping Systems 


Stress calculations for high temperature 
piping have assumed new importance since 
Grinnell Constant-Support Hangers pro- 
vided a way to stabilize external stress 
factors. Complete systems now may be 
considered ‘“‘weightless” because dead- 
weight of piping is uniformly and contin- 
uously balanced . . . regardless of thermal 
movements! 


Here is the first hanger designed specifi- 
cally to give this proper support. Made for 
loads from 250 pounds to 8500 pounds, 


the Genspring Hanger adjusts itself to 
changing elevations of the piping, and 
automatically compensates for variations 
in its Own spring tension. 

Write for complete reference Catalog, 
“Grinnell Adjustable Hangers,” con- 
taining detailed specifications of these 
and many other time-and-labor-saving 
Grinnell Hangers. Grinnell Company, 
Inc., Executive Offices, Providence, 
Rhode Island. Branch offices in principal 
cities of the United States and Canada. 


ovat ne avers oy ORINNELL 


wHenever PIPING is invotveo 
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ON TIME 


with shipment 
and installation... 


this Elliott condenser serves the first of three 





40,000-Kw. units, now operating at Georgia Ihe Elliott 31,300-sq. 
Power Company's Plant Arkwright. The Elliott rd fee 
condenser for the second unit is already on 

the job. The one for the third unit is scheduled 

for installation this year. 

The first condenser is doing a good “char- fc of j ‘ oe 
acteristically Elliott’’ job, with excellent : 
performance records — a natural result of Cer BB 4 ve 
careful engineering to obtain maximum con- Dd ws 

opt 


densing effect with least pumping and 


auxiliary cost. 
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Attilities Almanack 


Fs ae for e ee of Engineering Education concludes annual meeting, New 


vor, Ni ¥s 


{ American a of Civil Engineers will hold annual convention, Minneapolis, Minn., 
July 22, 23, 1942 


eat ag Pr ere of Power Engineers, Inc., will convene, New Orleans, La., Aug. 
6 


q Institute of Public Affairs opens annual session, Charlottesville, Va., 1942. ‘ey 


{American Bar Association will hold session, Detroit, Mich., Aug. 24-27, 1942. 


{ Pennsylvania Water Works Operators’ Association will hold annual meeting, Harris- 
burg, Pa., Aug. 27, 1942. 


{ Governmental Research Association will convene, Princeton, N. J., Sept. 7-9, 1942. 


ints Institute 4 Electrical Engineers will hold Pacific coast convention, Van- 
couver, B. C., Sept. 9-11, 1942. 


{ American Water Works Association, Michigan Section, will hold meeting, Traverse 
City, Mich., Sept. 9-11, 1942. 


Tike Transit Association will hold business meeting, Chicago, Ill., Sept. 9-11, 


q Kentucky er ta Telephone Association will convene for session, Ashland, Ky., 
Sept. 15, 16, ' fi 


baad Coast Gas Association will hold meeting, San Francisco, Cal., Sept. 28, @ 
42, 


Le ging Gas Association will convene for meeting, San Francisco, Cal., Sept. 29- 
ct. 1, 1942 


| United — Independent Telephone Association will hold meeting, Chicago, IIl., 
Oct. 13, 14, 1942. 








H. Armstrong Roberts 


Keep ’em Flying 








Public 
Utilities 


FORTNIGHTLY 


JULY 2, 1942 


Public Utilities and the 


War Effort 


A symposium of statements from leading regulatory officials and 

industrial representatives, dealing with the contribution being 

made by the public utilities of America to the active and successful 
prosecution of the present war. 


Electric Power Will Win the War 


By C. W. KELLOGG 
PRESIDENT, EDISON ELECTRIC INSTITUTE 


HE importance of the electric utili- 

ties in helping to win the war arises 
om the combination of such basic facts 
B these: 


1. Eighty-six per cent of the power 
for the operation of American indus- 
try is from electricity. 


2. Sixty per cent of the electricity 
supply of industry is purchased from 
central stations. 


3. Eighty-six per cent of this pur- 
chased public supply of electricity is 


——— @ manufactured by the electric utility 


companies ; the remainder by govern- 

ment or municipal plants. 

The magnitude of the war effort is in- 
dicated by the size of Federal war ex- 
penditures, which in April, 1942, were at 
the rate of $40,000,000,000 per annum. 
The speed with which the war program 
has been developed is indicated by the 
April expenditures of $3,300,000,000 for 
this year, being $2,500,000,000 above 
those for April the year before. The re- 
lation of this great increase in expendi- 
ture to electric energy requirements is 
shown by the industrial electric energy 
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MERCOID SENSATHERM 


A distinctive low voltage thermostat widely noted 
for its close room temperature control. 


MERCOID NO. 855 THERMOSTAT 


Operates directly on line voltage Universally ac- 


cepted by the trade for its dependable performance 


EXPLOSION-PROOF CASES 


Available with any type of temperature or pressure 
control. Recommended for all hazardous locations 














REMOTE BULB TEMPERATURE 
CONTROL 


With double outside adjustment feature. Avail- 
able in various ranges for numerous types of in- 
dustrial applications. 


Liquid LEVEL CONTROL 


With f housing. Recommended for 
use in anes “jocations. 
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Wercoid Controls gi 


100% INlercury Swite 
Protection 


War production calls for maximum efficiency as well as 
protection of life and equipment in plant operation—in- 
creasing enormously the requirements for automatic 
controlling instruments. 

Mercoid Controls have figured prominently in the ex- 
pansion of the Nation’s war industry. Engineering 
acceptance throughout all branches of industry made 
this inevitable. 

Mercoid Controls have not fallen short of the reputation 
they have established over the many years of their exist- 
ence. Their reliability is taken for granted—but there are 
reasons back of it—one in particular that good engi- 
neering does not overlook: 

The vital part of an automatic control and usually 

the most vulnerable is the switch element itself. 
Coupled with proven principles of design and con- 
struction, all Mercoid Controls are equipped with her- 
metically sealed Mercoid type mercury switches. These 
switches are immune to corrosion and eliminate open 
arcing, pitting or contact welding. Experience shows 
them to operate indefinitely without deterioration. 

Mercoid products fit into wartime requirements for 
temperature and pressure regulation, liquid level main- 
tenance, switch contacts, circuit relaying, protection 
against ignition, flame, and power failures and low 
voltage. The majority of Mercoid Controls are also avail- 
able with explosion-proof cases for hazardous locations. 

A fully descriptive catalog for your supply source 
library may be had on request. Mercoid engineers will 
advise with you on control problems. 


The Mercoid Corporation x 4213 Belmont Avenue * Chicago, Iilinols 
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19 Grinnell Genepeing Hangers support this Piping in aur power plant. 


awl wa Wetghtless Piping Systems 


Stress calculations for high temperature 
piping have assumed new importance since 
Grinnell Constant-Support Hangers pro- 
vided a way to stabilize external stress 
factors. Complete systems now may be 
considered ‘“‘weightless” because dead- 
weight of piping is uniformly and contin- 
uously balanced . . . regardless of thermal 
movements! 

Here is the first hanger designed specifi- 
cally to give this proper support. Made for 
loads from 250 pounds to 8500 pounds, 


the Genspring Hanger adjusts itself to 
changing elevations of the piping, and 
automatically compensates for variations 
in its own spring tension. 

Write for complete reference Catalog, 
“Grinnell Adjustable Hangers,” con- 
taining detailed specifications of these 
and many other time-and-labor-saving 
Grinnell Hangers. Grinnell Company, 
Inc., Executive Offices, Providence, 
Rhode Island. Branch offices in principal 
cities of the United States and Canada. 
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ON TIME 


with shipment 
and installation .. . 


this Elliott condenser serves the first of three 

40,000-Kw. units, now operating at Georgia The Elliott 31,300-sq 
Power Company’s Plant Arkwright. The Elliott ft. conde nder the 
condenser for the second unit is already on 

the job. The one for the third unit is scheduled 

for installation this year. 





ALLA BREE ES 


The first condenser is doing a good ‘‘char- 
acteristically Elliott’’ job, with excellent 


performance records — a natural result of 
careful engineering to obtain maximum con- 
densing effect with least pumping and 
auxiliary cost. 
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4 Society for the Promotion of Engineering Education concludes annual meeting, New 
1942, 


York, N. Y¥ 


{ American Society of Civil Engineers will hold annual convention, Minneapolis, Minn., 
July 22, 23, 1942. 


‘eae of Power Engineers, Inc., will convene, New Orleans, La., Aug. 


QV Institute of Public Affairs opens annual session, Charlottesville, Va., 1942. (e 


G American Bar Association will hold session, Detroit, Mich., Aug. 24-27, 1942. 


q Pennsylvania Water Works Operators’ Association will hold annual meeting, Harris- 
burg, Pa., Aug. 27, 1942. 


4 Governmental Research Association will convene, Princeton, N. J., Sept. 7-9, 1942. 


4 American Institute of Electrical Engineers will hold Pacific coast convention, Van- 
couver, B. C., Sept. 9-11, 1942. 


4 American Water Works Association, Michigan Section, will hold meeting, Traverse 
City, Mich., Sept. 9-11, 1942. 


Q American Transit Association will hold business meeting, Chicago, Ill., Sept. 9-11, 
1942. 


4 Kentucky Independent Telephone Association will convene for session, Ashland, Ky., 
Sept. 15, 16, 1942. 


q Pacific Coast Gas Association will hold meeting, San Francisco, Cal., Sept. 28, rin) 
1942. 


by, ab ia Or Gas Association will convene for meeting, San Francisco, Cal., Sept. 29- 
ct. 1, 1942. 


q United States Independent Telephone Association will hold meeting, Chicago, II. 
Oct. 13, 14, 1942. 
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Public Utilities and the 
War Effort 


A symposium of statements from leading regulatory officials and 

industrial representatives, dealing with the contribution being 

made by the public utilities of America to the active and successful 
prosecution of the present war. 


Electric Power Will Win the War 


By C. W. KELLOGG 
PRESIDENT, EDISON ELECTRIC INSTITUTE 
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HE importance of the electric utili- 

ties in helping to win the war arises 
rom the combination of such basic facts 
ns these : 


1, Eighty-six per cent of the power 
for the operation of American indus- 
try is from electricity. 


2. Sixty per cent of the electricity 
supply of industry is purchased from 
central stations. 


3. Eighty-six per cent of this pur- 
chased public supply of electricity is 
manufactured by the electric utility 










companies ; the remainder by govern- 
ment or municipal plants. 


The magnitude of the war effort is in- 
dicated by the size of Federal war ex- 
penditures, which in April, 1942, were at 
the rate of $40,000,000,000 per annum. 
The speed with which the war program 
has been developed is indicated by the 
April expenditures of $3,300,000,000 for 
this year, being $2,500,000,000 above 
those for April the year before. The re- 
lation of this great increase in expendi- 
ture to electric energy requirements is 
shown by the industrial electric energy 
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sales of the nation having grown 1,060,- 
000,000 kilowatt hours from April, 1941, 
to April, 1942. 

The total generating capacity (Fed- 
eral, municipal, and utilities) contribut- 
ing to the public supply stood at 40,- 
650,000 kilowatts in June, 1940, when 
the defense effort began. At the end of 
March this year the figure was 44,730,- 
000 kilowatts, a gain of over 4,000,000 
kilowatts. 

Another 7,000,000 kilowatts is in va- 
rious stages of manufacture. 

Peak loads nation-wide occur as a rule 
in December. Between December, 1939, 
and December, 1941, the noncoincident 
peak load of the country grew by 5,500,- 
000 kilowatts. This year to date electric 
peak loads have grown more slowly than 
during the corresponding period of last 
year ; but a more rapid rate of growth is 
expected toward the year end as opera- 
tion begins of the plants being built pur- 
suant to the expansion of scope caused 
by our entrance into the war. 


HE nation’s war expenditures have 
already reached and passed the 
maximum levels expected before Pearl 
Harbor and have proved to be within the 


capacity of the electric systems of the 
country to handle. The virtual doubling 
of the planned scope of war output since 
last December may well necessitate some 
rationing of electricity later in the year. 
The plans for this, based on the full- 
dress rehearsal furnished by the drought 
experience in the Southeast last fall, have 
been fully matured in Order L-94 of the 
War Production Board. By the curtail- 
ment of supply to civilian activities dur- 
ing certain hours of certain days and by 
interchange of power between regions, 
no war industry should fail to operate for 
lack of power supply. 

The operating organizations of the 
electric utilities have had continuous ex- 
perience throughout the years in codp- 
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eration for the public welfare and in 
promptly meeting unexpected emer- 
gencies of the most serious nature. Both 
of these skills are pledged 100 per cent to 
the country in working out any powe 
supply problems the needs of war indus 
try may require. The power branch of 
WPB has utilized these organizations i 
handling the situations that have arise 
so far and it may continue to rely upo 
them with complete confidence for thg 
duration of the war. 
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Utility Service—the Basis of War Production fhiman 
acilitic 

By J. A. KRUG eas. 
CHIEF, POWER BRANCH, WAR PRODUCTION BOARD Ath 
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~~ as the utility industry has become 
one of the bulwarks of our civilian 
economy, utility services must provide 
the foundation for all modern war pro- 
duction. We must see to it that this 
foundation is broad enough, deep 
enough, and strong enough to make pos- 
sible whatever production effort the dy- 
namics of war may dictate. The project- 
ed war production program of today is 
more than double the program of six 
months ago, but power, gas, water, com- 
munications, and transportation must be 
geared to the production program need- 
ed to win the war, even if this requires 
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some reduction of nonessential uses 
This is part of the “sweat” needed to in 
sure that our “way of life” will not b 
destroyed. 

So far, utility services have not beet 
a limiting factor in war productiof 
While the most critical period is yet t 
come, I have every confidence that th 
careful planning and ingenuity of t 
industry and the codperative poli 
which has been adopted by local, stats 
and Federal regulatory and power agen 
cies working together, will find a way t 
meet the crucial test. 

It is the responsibility of everyone t 
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every utility facility contributes the 
maximum to this end. 
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“ Gas Industry Is in It to Win It 

ght By GEORGE S. HAWLEY 

the PRESIDENT, AMERICAN GAS ASSOCIATION 

wt Wee America a key power and an _ place we will occupy in the peace which 
| by increasingly active participant in is sure to come. 

ons the prosecution of global war, the gas There is no gas company in America 


industry faces the greatest opportunity 
and consequent obligation in its long 
the history. We must and will go all the way 
to contribute our entire facilities to bring 
to a victorious end this tragic war. For 
the time being we have no other objec- 
tive. 

How well we are able to function un- 
der this dire emergency and at the same 
time find solutions to many pressing 
problems, will largely determine the 


for 












which has not felt the terrific pull of 
war. All units of our industry have been 
transformed and converted in line with 
the special requirements of a state of 
war; and what is true of the individual 
companies is necessarily true of the 
American Gas Association. 

We realize fully that the performance 
of duty is expected, and we do not ask 
for commendation. Duty well done car- 
ries its own reward. 








The Message Must Go Through! 
By JAMES LAWRENCE FLY 


CHAIRMAN, BOARD OF WAR COMMUNICATIONS, 
ALSO CHAIRMAN, FEDERAL COMMUNICATIONS COMMISSION 


HE successful prosecution of this 

globe-encircling war makes heavy 
demands for adequate communication 
acilities both at home and across the 
Beas, 
At home, we must not only safeguard 
oth messages and plant against war- 
ime hazards. We must also maintain 
bur nation-wide telephone and telegraph 
etworks at peak efficiency in order to 
arry the unprecedented burden of traffic 
equired for harnessing effectively 
bur military, industrial, and civilian 
‘fforts. Facilities, moreover, which a 
ear ago seemed sufficient for the in- 
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serve Army camps, war production 
@reas, and other particular war needs. 

Across the seas, we need wire and wire- 
ess communication routes for the 
peedy transmission of intelligence to and 
rom our forces abroad, for sending 
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Hefinite future, must be expanded to © 


news from the battle fronts to the home 
front, and for communication with our 
allies and neutral countries. The opening 
of new routes to points abroad previously 
unserved, of direct routes to points 
formerly served only by relay, and of 
alternative circuits where safety requires 
them, has proceeded throughout the 
world. 

To meet the demands for material 
and equipment necessary to fulfill these 
vital war needs, all construction and ex- 
pansion unnecessary to the war effort 
has been put aside. 


N order to fulfill these requirements 
for a domestic and international sys- 
tem of communications geared to carry- 
ing through this war, the telephone and 
telegraph industries have codperated 
fully with the Board of War Communi- 
cations and other war agencies concerned 
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with communications. Both manage- 
ment and labor have given their best 
efforts unstintingly in this codperative 
undertaking which is carried out in 
large part through Board of War Com- 
munications committees representing 


every branch of the communications in- 
dustries. As a result, communication 
companies, while carrying the heaviest 
traffic load in history, are playing their 
part in winning this war by getting the 
messages through. 





It Is Patriotic to Use 


the Telephone Wisely 


By LEIGHTON H. PEEBLES 


CHIEF, COMMUNICATIONS BRANCH, 
WAR PRODUCTION BOARD 


ouR editor has asked that I write a 

few words concerning the telephone 
industry and its relation to the war pro- 
gram for the July 2nd issue of the Pus- 
Lic UTILITIES FORTNIGHTLY. 

Naturally, communications are of the 
utmost importance and those directly 
connected with the war program must 
be maintained. Due to the acute short- 
age of many of the materials required 
to maintain telephone communications, 
it is necessary that every effort be made 
to conserve materials through substitu- 
tion and curtailment of nonessential 
service. 

Through curtailment and substitution 
the telephone companies have codperated 
with the War Production Board and 
have made material savings in strategic 
metals. Such savings, however, are not 
sufficient and it has been necessary to 
curtail service and specify those who are 
entitled to service when further exten- 
sions of exchange plant are required. 
This has been accomplished through the 
issuance of General Conservation Order 
L-50. 

In the enforcement of this order 


the telephone companies have cooperated 
fully. At present in some areas where 
idle exchange plant does not exist, it has 
become necessary to deny telephone serv- 
ice to strictly civilian users or supply 
them with a degraded service, such as a 
party line instead of a private line, older 
type of equipment instead of new type, 
etc. 

As the situation becomes tighter it 
may be necessary to further limit the in- 
stallation of and the use of telephone 
service by civilians, restricting the use of 
facilities installed to those directly con- 
nected with the war program and with 
health, safety, and security. 


HROUGH the efficient use of the ma- 

terials which may be allocated to 
the telephone industry, every effort will 
be made to supply service to the maxi- 
mum number of subscribers. 

The public have evidenced a fine spirit 
of codperation in accepting the present 
restrictions and we have every reason to 
expect that they will continue to cooper- 
ate should the material situation result 
in further restrictions of service. 





A War-time Bell 


Rings for Victory 


By WALTER S. GIFFORD 


PRESIDENT, AMERICAN TELEPHONE AND 
TELEGRAPH COMPANY 


O VER 9,500 Bell system employees are 
already in the military services. 
The rest of us in the system are aggres- 
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sively doing our part to win the war an( 
to protect the liberties we so dearly cher 
ish. We are determined to see to it thaf 
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those in uniform are backed up on the 
home front with all the skill and energy 
and resourcefulness that we have. 

Because of the urgent need of copper 
and other essential materials for the war 
effort, construction of new facilities to 
care for civilian demand for telephone 
service is being more and more restricted 
by government priority regulations. This 
will mean great inconvenience and even 
hardship for increasing numbers of per- 
sons. However, whatever the difficulties 
ahead for the Bell system and for tele- 
phone users, they are difficulties growing 
out of the war. 

And how long will the war last? My 
own answer is—it will last until we win 
it. I have spent my working life with the 
Bell system—nearly thirty-eight years. I 


have seen the system go through many 
trials and tribulations but it has always 
come through stronger than ever. Be- 
cause telephone service is worth so much 
more than it costs and because of the high 
character and ability of Bell system per- 
sonnel and for other important reasons, 
as a stockholder myself—and nearly all 
my personal savings are invested in the 
business—I look to the future of the 
company with full confidence. For the 
duration, the Bell system, come what 
may, can be counted on to do its full part 
in the war and by so doing it will be keep- 
ing faith with those in the fighting forces 
and on the fighting fronts, who, after all, 
have the toughest job to do.* 


*Excerpt from statement made at annual 
meeting of stockholders, April 15, 1942. 





Telephone Independents “Keep ’em Talking” 


By R. A. PHILLIPS 


PRESIDENT, UNITED STATES INDEPENDENT 
TELEPHONE ASSOCIATION 


E will learn a great deal from the 
war and our war efforts. 

Answers to the questions—What is 
expected of us? What can we do to help 
win the war ?—have brought enlighten- 
ment and progress in many fields with 
greater rapidity than ever before. 

Certainly this has proven true in the 
independent telephone industry which 
this war has made still more conscious of 
the important and growing part this in- 
dustry must play in helping to sustain 
our “American Way of Living.” Faced 
with the realization that messages of 
great importance to our very existence 
might originate or terminate at any one 
of our 12,000 independent telephone ex- 
changes in the United States—the largest 
or the smallest—has not only caused us 
to more completely appreciate the im- 
portance of the service we render but 
also to realize more fully the grave re- 
sponsibility which we must shoulder as 
our contribution to the war effort. 

Through cooperation with the War 
Production Board, savings of thousands 
of tons of copper and other critical mate- 


rials are being made through economies, 
some of which could perhaps have been 
practiced in the past. Again, many of the 
substitutes which have recently been 
made in order to conserve scarce mate- 
rials will undoubtedly prove to be actual 
improvements and more than justify the 
further extension of our work in the 
field of experimentation and invention. 

In many instances we have been called 
upon to construct substantial telephone 
systems to provide service to canton- 
ments, ordnance plants, and other war 
activities in much shorter construction 
periods than ever before considered pos- 
sible. Meeting these requirements, al- 
though not without some sacrifices, has 
caused us to find new short cuts in con- 
nection with our work, some of which 
can doubtless be advantageously fol- 
lowed in carrying on with regular work 
in the future. 


AST, but certainly not least, many 
people who have been trained in the 
independent telephone field are now en- 
gaged with the armed forces of our 
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country and even more directly partici- 
pate in the prosecution of the war ef- 
fort. We are proud that the industry 
could supply these technicians and we 
have accepted the responsibility to train 
replacements to permit transfer to the 
armed forces of any others who can best 
serve our government in that manner. 
We anticipate that as the war activities 
move forward to ultimate victory our in- 
dustry will be called upon for more and 
greater service and sacrifices—and as we 


have learned to quickly meet new ob- 
stacles in the past, even so we are deter- 
mined to be ready for whatever may be 
required of us in the future. We know 
that this is vital and essential to the pres- 
ervation of the liberty, opportunities, and 
standards of living which Americans 
have long enjoyed and which are not to 
be found in other parts of this world. 
Through participation the independent 
telephone industry is learning a great 
deal from the war and our war efforts. 





War Brings Forth Utility Codperation 


By J. D. JAMES 


PRESIDENT, NATIONAL ASSOCIATION OF RAILROAD AND 
UTILITIES COMMISSIONERS 


KY day on all fronts Americans 
are keeping faith with their fore- 
fathers who entrusted to posterity the 
freedom for which they fought. 

Recent forward strides made by the 
United Nations in our Victory program 
have been materially aided by the co- 
Operative “all out” services of the public 
utilities. It is becoming evident to the 
public that utilities are playing an in- 
creasingly important part on the indus- 
trial front in the matter of power and in 
the fields of communication and trans- 
portation. 

Although confronted with restrictions 
in obtaining new material and added ca- 
pacity, utilities have made the best of the 
situation by rehabilitating, rearranging, 


and rebuilding where necessary present 
equipment and putting it to work at full 
capacity. By ingenious solutions to the 
many operating problems, demands for 
the various services have been met in 
such a manner that the public has suf- 
fered no undue hardships. 

The state and Federal regulatory 
agencies have been happy to work with 
the utilities in attempting to solve the 
many difficulties that have arisen. There 
has been a splendid codperative spirit ex- 
isting between the utilities and the state 
and Federal bodies. No doubt a better 
understanding and a better working 
basis has been reached through concerted 
effort in a common cause. 

It bodes well for the future. 





State Commissions Rise to the Emergency 


ESPITE the hue and cry in some quarters for Federal regulation and 


legislation to cut “local red tape” 


and “state line barriers” re- 


stricting free war-time operation of trucks and busses, the state com- 
missions have proven themselves remarkably alert and active in co- 
Operating and assisting Federal authorities to codrdinate the nation’s 
motor carrier operations for the war effort. On June 2nd, Secretary of 
Commerce Jesse Jones announced that all 48 states have agreed for the 
duration to uniform minimum standards and reciprocal license arrange- 
ments for truck transport. Special action in particular cases was taken 
to expedite duration transport by the commissions of Alabama, Missouri, 
Wyoming, Connecticut, New Jersey. A special war committee of state 
commissions, headed by Chairman Walter R. McDonald of the Georgia 
Public Service Commission, has been largely responsible for such state 
cooperation. 
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War-time Utilities at Home 
And Abroad 


Americans will not suffer from lack of necessary 
utility service, although they may be restricted. The 
author contrasts this prospect with the drastic re- 


straints under the Axis power and the ruthless treat- 
ment of utility customers by Axis officialdom. 


By FRANCIS X. WELCH 


‘¢4 ) \ RAULEIN Kleberg!” the voice 


of a petty Nazi official 
snapped from behird a half- 
opened door of an administration office 
of the German State Railways. The 
office was in Berlin. It was crowded 
with shabby, restless civilians of the 
poorer class, who had been waiting 
since it opened at 8 a. M. The calendar 
on the wall under Hitler’s picture read 
June 14, 1941. A shy, slender girl 
arose and entered the inner office. 
“You have your papers ?” the official 
asked not raising his closely shaved 
head from a stack of forms marked 
“Application for Passenger Trans- 
portation.” The girl handed over a 
well-worn envelope containing a dupli- 
cate of the well-known police dossier 


of private citizens almost everywhere 
in Europe. The officer glanced through 
the papers perfunctorily. 

“Why do you wish to leave your 
position at the parachute works and 
go to Augsburg?” he asked crossly. 

“As I explained in my application,” 
said the girl timidly, “my mother has 
cancer. I am afraid she will die any 
day. Here is the letter from my father 
to prove it.” 

The girl held out a wrinkled sheet 
but the official shook his head. 

“Ts that the only reason you have to 
go running off to Augsburg? Are you 
sure your real purpose is not pleasure 
—some of your old friends? After all, 
Augsburg is your home town. You 
were brought here to do war work.” 
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The girl protested; whereupon the 
official declared sarcastically, “In that 
case, Fraulein, there is no longer any 
necessity for you to trouble. At our re- 
quest the Augsburg police have 
checked the statements you made when 
you filed for transportation two weeks 
ago. They found your statements cor- 
rect with the exception of one detail. 
Your mother died last Friday. Appli- 
cation denied. Next case, August 
Krebs.” 


. dazed girl wandered dry eyed 
through the crowded outer office 
and into the street. She was only one 
of a sad-faced parade of people denied 
the privilege of traveling on the state 
railway system, even under the most 
urgent circumstances. Grave illness of 
a near relative, ostensibly a reason for 
a citizen of the Reich to apply for per- 
mission to travel, was often subject to 
such delay for bureaucratic investiga- 
tion that the reason for the trip, as in 
the case of little Miss Kleberg, liqui- 
dated itself. 

Miss Kleberg’s case is typical of the 
desperate state to which public services 
of all kinds have fallen in Axis coun- 
tries. In occupied, conquered areas, 
the situation is naturally worse. The 
average Axis civilian cannot travel by 
train or place a long-distance telephone 
call without such special permission. 
In Berlin and large German cities, gas 
and electric consumption in the home is 
limited to a small, rationed amount 
based on the house meter reading. It is 
up to the head of the house to keep 
within the limits of such rationing or 
lose service entirely. 

For example, in Stuttgart an 8-room 
house with twelve persons living in it 
is allowed what roughly corresponds to 
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about 25 kilowatt hours a month-—not 
enough for adequate lighting—plus a 
few hours’ radio consumption. Heavy 
duty appliances, never very widely dis- 
tributed in Germany even before the 
war, have been banished by edict. Spe- 
cial permission is required for operat- 
ing even such small units as an electric 
plate grill—and a record of the same is 
kept at the neighborhood police pre- 
cinct. 

In smaller German cities, especially 
in the Rhine and Ruhr valleys, gas and 
electric service have been discontinued 
to whole sections of the population en- 
tirely. Those who still have service find 
it erratic—going on and off arbitrarily 
to meet recurrent peak demands of 
military production. The electric dis- 
tribution systems of most German 
cities were overhauled several years 
ago in anticipation of blackouts, so 
that now central station switches can 
be pulled which will not only douse the 
vanishing street lights, but also all elec- 
tric power to residential areas. These 
switches are pulled often between 5 
and 8 p. M. to divert power to other 
purposes. 


HE street cars and busses of Ger- 

man cities are crowded just as 
many of our American transit systems 
are crowded with war workers. But 
there is even a system for rationing the 
rides. The worker who lives less than 
two miles from his job is supposed to 
walk, unless he is crippled or infirm. 
If he lives a greater distance he gets a 
pass each month (for which he must 
pay, of course). This pass identifies 
the street car route taken by the worker 
and his working hours. It is no good 
for rides in other directions or at dif- 
ferent hours. Last summer a street cat 
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motorman was fined and imprisoned 
for transporting a passenger over the 
Rhine bridge between Mainz and Weis- 
baden without the requisite authority. 
The passenger was just trying to get 
some fresh air and the motorman was 
trying to pick up an extra half mark. 

Long-distance telephone conversa- 
tion is almost out of the question for 
the average civilian of Germany. First 
of all, he could not even get a long- 
distance operator on the ordinary house 
telephone. He would have to go to a 
specially designated telephone, inva- 
riably kept in large hotels and police 
stations. There he would explain why 
he wanted to call whom. If he passed 
that hurdle, and if by a lucky chance he 
found he could make a satisfactory 
connection at the receiving end, he 
could be reasonably certain that a police 
“supervisor” was listening to every- 
thing he said. 

Like the electric systems, the Ger- 
man phones are fixed so that civilian 
subscriber stations go dead when an 
alert signal is given or other emergency 
occurs. This is to prevent unnecessary 
calls cluttering up the limited exchange 
facilities needed for official defense 
operations. 

In occupied France, long-distance 
telephone service is restricted to the 


q 


e 


German military authorities. Each of- 
ficer has a certain code number or 
symbol (something like a priority rat- 
ing) with which he identifies himself 
when he has to make a call. He is held 
strictly accountable for any abuse of 
the privilege. 

These and other little gossip items 
about public service in Europe are 
trickling back little by little, as news- 
papermen, ex-diplomats, and others re- 
turn from the continent to Washing- 
ton and other cities of an America at 
war. By contrast, public utility service 
in America, which is already feeling 
the pressure of war demands, still 
seems bountiful in quantity, superb in 
quality, and withal gracious and rela- 
tively inexpensive. 


HE American citizen particularly 

feels the loss of his free use of the 
private automobile because of tire and 
gasoline restrictions. Asa result, pub- 
lic transit facilities in many cities are 
overloaded. But consider the fate of 
the citizen of once proud Paris, where, 
before the war, the tiny and ubiquitous 
taxis used to rattle around almost un- 
der your feet. The Parisian taxi has 
virtually vanished. Busses for French- 
men are drawn by horses. The Paris 
“Metro” (underground) runs_ less 


“THE street cars and busses of German cities are crowded 
just as many of our American transit systems are crowded 
with war workers. But there is even a system for rationing 


the rides. The worker who lives less than two miles from his 
job is supposed to walk, unless he is crippled or infirm. If he 
lives a greater distance he gets a pass each month (for which 
he must pay, of course). This pass identifies the street car 
route taken by the worker and his working hours. It is no 
good for rides in other directions or at different hours.” 
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cars, jam packed with more people, at 
three to four times the former fare. 

Suburban train service to such 
points as Versailles has been cut to a 
couple of trains a day. Even the few 
remaining automobiles, used almost 
exclusively for Nazi officers or puppet 
diplomats or native officials, have been 
converted to charred wood burners 
which make, at highest speed, barely 
20 miles an hour. Wood to feed these 
vehicles is sold on a rationed basis in 
the form of charred chips in 10-pound 
sacks. Wood generally is so scarce that 
the paving blocks on the Place de la 
Concorde, almost in front of the 
former Chamber of Deputies, have 
been torn up. Trees in the famous 
Bois de Boulogne and even some of 
the beautiful horse-chestnuts along the 
avenue des Champs Elysées have been 
cut down for mere fuel. 


American utility consumers can 
look forward with reasonable comfort 
to adequate service for the duration. 
That is not an idle boast. It is a plain 
fact generally admitted by all responsi- 
ble regulatory and industrial officials. 
There will be some restrictions here 


and there. Some illuminated liquor 
signs and other outdoor displays might 
be blacked out for the duration. The 
public will be asked voluntarily to con- 
serve gas and electricity, especially in 
some “tight” spots and during certain 
“tight” hours. The telephone-using 
public will be asked to cut out unneces- 
sary calls and unnecessarily long calls, 
both local and long distance, and to 
try to adjust their social or other non- 
essential conversations to off-peak 
hours. New service extensions have 
been curtailed, but so has new home 
building, so that is hardly a major 
discomfort. 
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But aside from the unpredictable 
transportation situation, which is com- 
plicated by the peculiar and unfortu- 
nate rubber shortage, no American 
citizen is going to suffer from lack of 
necessary utility service. He may have 
to go without sugar in his coffee, gas 
and tires for his car, and numerous 
other items of food and clothing. But 
he can depend on utility service, which 
will be ample even if not enough to 
waste or use carelessly. 


pea the average American citizen 
takes this dependability of utility 
service so much for granted that he 
does not even think about it. This very 
complacency is at once a compliment 
and a problem to the public utility in- 
dustries of America. It is a compli- 
ment because it constitutes a practical 
and undeniable vote of confidence by 
the American people in the utilities. It 
is a problem because it makes it a little 
harder to convince the American util- 
ity consumers that they should codp- 
erate by voluntary conservation. Yet, 
barring an unexpected series of bad 
breaks for the industry, voluntary con- 
servation will be the only program 
necessary as far as interference with 
the presently connected home user of 
utility service is concerned. 

Even our British ally, under much 
greater pressure, has gone along thus 
far in the war without having to resort 
to actual rationing of gas, electric, or 
telephone service, although they may 
still have to adopt such measures in the 
remaining period of the war. 

Why is it, then, that the American 
utility consumer finds himself in such 
a fortunate position as compared with 
the hard-pressed European? Is it be- 
cause the war has not made as much of 
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Long-distance Telephone Service 


667 onc-distance telephone conversation is almost out of the ques- 

tion for the average civilian of Germany. First of all, he 

could not even get a long-distance operator on the ordinary house 

telephone. He would have to go to a specially designated telephone, 

invariably kept in large hotels and police stations. There he would 
explain why he wanted to call whom.” 





a demand on American utilities as it 
has upon the European? Far from it; 
American utility service is being used 
in much greater proportion. 

Take electric power, for example. It 
is unnecessary, even if it were permis- 
sible, to go into details of how electric 
power is needed for war production in 
the United States. The best evidence, 
as the lawyers would say, is the fact 
that increased production is actually 
needed for this purpose. The chair- 
man of the Federal Power Commis- 
sion recently predicted that when the 
peak of the armament program is 
reached—probably some time in 1943 
—it will require 300,000,000,000 kilo- 
watt hours to supply American war 
production, plus merely essential civil- 
ian use. This figure may be a little 
high. (Unofficial reports indicate that 
it is probably about 10 per cent higher 
than tentative estimates of the War 
Production Board.) But at any rate it 


represents an industrial expansion of 
over three times the actual output in 


1929. 


| Seeley this peak must be 
handled in the face of a recent 
WPB decision to cut down further war 
plant construction to conserve critical 
materials and to release manufacturing 
facilities for vital items (such as tur- 
bines) for the exclusive use of the 
Navy and other direct war agencies. 
Thus, the WPB pays the electric 
industry an implied compliment by 
assuming that the latter will be able to 
carry more of a load with relatively 
less working plant. For the industry 
this creates a problem of load econ- 
omy, as distinguished from increased 
production, of kilowatt hours rather 
than kilowatt capacity. Already the 
industry under the guidance of WPB 
has joined hands with publicly owned 
and operated plants in the Southeast 
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and on the West coast to level the 
peaks and fill in the valleys of load de- 
mand through power pooling and other 
operating economies. 

According to the FPC, the electric 
industry entered 1942 with a construc- 
tion budget 23 per cent in excess of ex- 
penditures for 1941, or well over $1,- 
000,000,000, of which $622,000,000 
was budgeted by private utilities, and 
$447,000,000 by public agencies, many 
of which have not yet completed their 
original construction phases. 

In view of the WPB order, it is 
likely that 1943 installations will have 
to be cut down, even though advance 
orders would indicate a 1943 budget in 
excess of 1942. The 1942 allocation of 
approximately 2,000,000 kilowatts of 
steam and almost 1,000,000 of hydro 
equipment will probably not be serious- 
ly affected because they are too far 
along to interfere with complete fabri- 
cation at this late date. 

The reason why the electric power 
industry had to bear the brunt, so to 
speak, of a war production program 
largely superimposed on essential civil- 
ian service, was due to the dependency 
which American industry has come to 
place upon central station electric serv- 
ice. 

In Germany, for example, accord- 
ing to figures made public around the 
time of the World Power Conference 
held in Washington in 1936, less than 
50 per cent of the Reich industries ob- 
tained their power from central sta- 
tions. Most of the great industrial 
plants, such as the Krupp Works at 
Essen, operated their own power plants 
to the exclusion of other public service, 
and many still use steam power in 
places where American industry had 
become electrified. 
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B* contrast, 60 per cent of the elec- 
tric supply of industry in the 
United States is purchased from cen- 
tral utility stations, according to C. W. 
Kellogg, president of the Edison Elec- 
tric Institute. (See ante, page 3). In 
other words, central station power 
supply must go on. It is the number 
one raw material of American war 
production. It is more important than 
oil and fuel. It is the very life stream 
of all industrial operation, without 
which the wheels will not turn for any 
production whether it be planes or 
tanks, shipbuilding, munitions ord- 
nance, or what not. An aluminum 
plant, for example, may shut down 
here and there because of an accident 
or a strike and an airplane schedule will § 
be temporarily disrupted. Likewise, a 
particular steel mill can be shut down 
with nothing more serious than a 
schedule thrown out of gear. But 
when power supply kicks out, every- 
thing stops. That is why it cannot be 
permitted to fail; it must go on. 

That is why the action of the WPB 
in limiting future expansion of the 
electric industry is, in itself, a hopeful 
sign. The WPB appreciates, probably 
better than anyone else, the importance 
of an unfailing supply of electric 
power. Therefore, when the WPB by 
implication sets an operating capacity 
ceiling for the electric industry at ap- 
proximately mid-1943, it means two 
things: (1) that WPB depends on the 
resourcefulness and ingenuity of the 
electric industry to pull the nation 
through with all wheels turning and all 
schedules on time, even in the face of 
subnormal reserves in some cases; 
(2) that we are beginning to see light 
on our total war effort, or, as Winston 
Churchill recently put it, we are begin- 
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ning to see the ridge which when we 
have attained it will put us over the 
hill. 

How about gas? The average per- 
son may not think of the gas utility in- 
dustry in terms of war production. But 
technical men all know that gas is in 
this war production program up to its 
neck. Things are being done with gas 
that could not be done with other avail- 
able fuels at practical production cost. 

Gas is used every step of the way in 
heat treating armor plate for tank and 
ship construction. Shells are being 
made by the extrusion process—mean- 
ing the forcing of molten compound 
through molding holes, just like spa- 
ghetti dough is “squished” through 
the bottom of a strainer-like container 
to form its rod shape. Gas is the only 
fuel perhaps with temperature control 
to a fine enough point to use in such 
production. Die casters who used to 
make printing type, stencils, etc., are 
now turning out airplane instruments, 
bomb and grenade fuses, and so forth. 
They have increased their use of gas in 
some instances as much as 1,000 per 
cent because of the effective control 
features of gas heat. 


I 


N a paper recently read before an 
American Gas Association meeting 
in Pittsburgh, D. H. Thorburn, man- 
ager of the industrial gas department 
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of the United Gas & Fuel Company of 
Hamilton, Ontario, outlined some of 
the following applications in our war 
industries in which without gas the 
present tempo of production could not 
be maintained : 


(1) Intermediate stage annealing while 
drawing nonferrous cartridge cases. 
One plant in our part of the country 
is making 42-inch draws with almost no 
rejects. 

(2) The increased use of tungsten carbide 
tools has opened a new field for at- 
mosphere furnaces for the repair of 
these tools. 

(3) Necessity of switching to Moly steels 
and other newer types of alloys has prac- 
tically thrown the heat treatment of 
these newer alloys right in our lap. We 
have a couple of proven types of at- 
mosphere gases that we certainly should 
commercialize on while the opportunity 
exists. 

(4) Soft metal melting in production of 
military aircraft and naval batteries in- 
cluding those types used in submarines. 

(5) Every stage of heating in the produc- 
tion of radio and instrument tubes. 

(6) Continuous ceramic kilns for canton- 
ment china. 

(7) Smoke - house equipment, used 
processing export pork products. 

(8) Melting, blowing, and annealing optical 
glass. 

(9) A western natural gas company to date 
has 97 per cent of the total space-heat- 
ing, cooking, and water-heating load in 
seven large air schools and five Army 
camps. Gas is also used for the ob- 
servation balloons at one air school. 

(10) Tremendous quantities of natural gas 
are being used for the extraction of 
hydrogen for the production of am- 
monia. 

(11) Forging and ageing all types of alumi- 
num airplane parts, and lastly, 

(12) The pamphlet, “Canada Supplies the 
Tools of War,’ may give you a few 


in 


“THE American citizen particularly feels the loss of his free 
use of the private automobile because of tire and gasoline 
restrictions. As a result, public transit facilities in many 
cities are overloaded. But consider the fate of the citizen of 
once proud Paris, where, before the war, the tiny and ubiqui- 
tous taxis used to rattle around almost under your feet. The 
Parisian taxi has virtually vanished. Busses for Frenchmen 


are drawn by horses.” 


15 


JULY 2, 1942 





PUBLIC UTILITIES FORTNIGHTLY 


more ideas of many commodities now 
produced in our country. And it should 
go without saying that gas is used in 
every heating phase. 


i the field of telephone and telegraph 

communication, war in America 
has brought a burden in terms of traf- 
fic increase rather than subscriber 
increase. As a matter of fact, the 
WPB has had to limit the connection 
of new subscribers (Order L-50) to 
circumstances where existing plant fa- 
cilities are virtually reserved for war 
use. Of course, the construction of 
numerous camps and fortifications in 
far-flung places where nothing at all 
existed before has required the Bell 
system and the independent companies 
to make heroic effort to install neces- 
sary communication facilities. 

By and large, the war has brought to 
the telephone industry much more con- 
versation than new customers. The 
tempo of the armament program, the 
communication needs of the military, 
and the constant shift and migration 
of large sections of the population, 
both inside and outside of the armed 
services, has inevitably developed a 
demand for telephone conversation to 
a degree that never existed before. On 
top of this the transportation crisis re- 
sulting from the rubber shortage has 
developed a tendency to substitute com- 
munication for transportation and vis- 
iting by phone instead of train or auto. 
This was summed up by Harry N. 
Bulow, writing in the New York Jour- 
nal of Commerce, as follows: 

The number of telephones in operation at 
the beginning of May, 1942, amounted to 
19,255,000. This compared with 18,841,132 
telephones in service at the end of 1941, the 
all-time peak through last year. The aver- 
age daily telephone conversations during the 


month of April amounted to 86,422,000 ex- 
change calls and 3,313,000 toll calls. The 
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total amounting to 89,735,000 average daily 
conversations. The average daily telephone 
conversations in 1941 were 84,692,000, repre- 
sented by 81,576,000 exchange and 3,116,000 
toll calls. 


HE truth of the matter is that the 

United States always led all for- 
eign countries in the productive ca- 
pacity of its three major public utility 
services (gas, electric, telephone). It 
was this comparatively abundant sup- 
ply which made it possible for the 
American utility industries to take on 
the staggering burden of their present 
war effort without punching the little 
man—the residential consumer or sub- 
scriber—right out of the picture. Ger- 
many planned her war program for six 
years before war broke out. During 
that process and ever since it was the 
little man—the average citizen and 
civilian consumer —who was con- 
sistently short changed. Since war 
broke out it has been worse. But here 
in America we have had to cram into 
two years what Germany did in six and 
we are still cramming. 

Our Axis enemies made the mistake 
of thinking that the widespread use of 
utility service in the United States 
among the civilian population was evi- 
dence of weakness. Americans, they 
thought, had grown too fat and too 
soft to make sacrifices. Americans, 
they thought, would never give up 
their comfortable standard of living 
with its push buttons and electric gadg- 
ets and get down to the brass tacks of 
building a war machine that could ef- 
fectively combat the Axis organiza- 
tion. 

But what our enemies thought was 
weakness is in effect the real secret of 
our strength. 

Our utility industries, typical of 
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other large-scale American organiza- 
tions, were big enough and strong 
enough to take all the load and then 
some without embarrassing or punish- 
ing the average man to any uncom fort- 
able extent. 

As a speaker before a recent state 
telephone convention put it, “It is note- 
worthy that the present war is a con- 


a 


a 


States) with the best telephone service 
in the world and the nation which 
notoriously has the worst (Japan).” If 
there is any significance in that, it 
would seem to indicate that if all 
Americans can acquit themselves of 
their war duties as well as those en- 
gaged in the telephone business, it 
won't be long before the Rising Sun 


flict between the nation (United sets in the West. 





Special War Problems of Utility Regulation 


se Georgia Public Service Commission has postponed promo- 
tional rates for electric service by the Georgia Power Com- 
pany. The board perceived that the increasing volume of consump- 
tion encouraged under such rates runs counter to the need for con- 
serving power and limiting use of operating materials. The com- 
mission also recognized the probability of decrease in utility net 
revenue as the result of increasing operating expenses, especially 
taxes. The commission, furthermore, made special provision for 
the treatment of temporary facilities used, to serve war industries. 
This was done by requiring that customers, whose operations are of 
uncertain duration, shall advance the cost of extensions and substa- 
tions needed to serve them. 


The commission said that regular customers should not “be 
called upon in the future to provide a return on a greatly increased 
capital investment which was not made for their direct benefit, but 
for the good of the nation as a whole.” Such cost, the board added, 
“should be absorbed in the over-all cost of the war.” 
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Blackout Comes 


Repairs to utilities during and after air raids will 
be the responsibility of the companies, but public 
authorities under the OCD scheme, as explained by 
the author, will try to educate the public and pre- 
vent hindrance—if and when the enemy is strong 
enough to attack continental America. 


By HERBERT COREY 


shores the utilities would be his 
first target. This is the judgment 
of the Office of Civilian Defense: 

“The continued operation of the es- 
sential services of light and power sup- 
ply, water supply, and transportation, 
together with their distribution sys- 
tems, is vital to the continuance of life 
and industrial activity in any area. The 
municipal services of waste collection 
and disposal are necessary to the main- 
tenance of the health of the commu- 
nity.” 

The OCD has worked through its 
first stage of frivolity and confusion. 
It is now in close collaboration with 
the War Department, and officers of 
the Army hold key positions. It may 
be assumed that a few of these officers 
will be returned to their duties with 
the troops as the civilian heads of the 
OCD learn their business. Other offi- 
cers may be expected to retain their 
posts to hold the civilian OCD steady 
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[’ the enemy should air raid our 


in a possible and as yet undiscernible 
emergency. In war the military arm is 
supreme. The authority of the civilian 
is nowhere. It might be advisable to 
clothe the OCD in a given area with 
some power reflected from the Army. 
In case of attack a close liaison between 
the Army and the OCD would be im- 
perative. There would be no divided 
responsibility. The Army would give 
the orders. An observation based on a 
recent and rather intimate study will 
be ventured at this point. 


LS. new Army is doing a magnifi- 
cent job. It would not be difficult 
to pick flaws. Honest criticism is wel- 
comed by the Army. When it is real- 
ized that only a little more than two 
years ago the Army numbered but 
174,000 men, scattered all over Uncle 
Sam’s half-acre, with weapons that 
were in part obsolete, and that today 
there are 2,000,000 men in the ranks, 
the immensity of the job is breathtak- 
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ing. Chief of Staff George Marshall, 
professional soldier to his fingertips, 
has stated that by the end of 1942 
there will be 4,500,000 men in line. 
They will be armed, caparisoned, pro- 
visioned, and transported as they 
should be. This enormous and almost 
incredible expansion has been accom- 
plished at a minimum of confusion. 
The transformation of the OCD from 
an organization which had been a mat- 
ter for jeers and anger into a really 
operating mechanism is in large part 
due to the Army. 

“Ts there a possibility that our 
coastal cities may be air raided by the 
enemy ?” 

“There is a possibility, 
officers queried. 

They were quite matter of fact 
about it. 

“At present nothing more than spo- 
radic raids need be anticipated. Hit- 
and-run affairs. No considerable dam- 
age need be apprehended.” 

Some of the over-size U-boats the 
Germans are reported to be building 
might unleash a few vest-pocket planes 
to drop some lightweight bombs on 
New York, Boston, Baltimore, Wash- 
ington, and other coastal cities. This 
would be an immense irritation but in 
view of the fact that for two months 
the U-boats frisked unhampered along 
our eastern seaboard from the St. Law- 
rence to the Gulf of Mexico it must 
be accepted as a possibility. No criti- 
cism of the Navy is suggested. A sur- 
vey of the few facts revealed to the 
civilian indicates that there were more 
U-boats in the German and Italian 
navies dispatched to our coast than 
was at first realized and that our de- 
fenses were inadequate in this first 
period. 


” 


replied the 
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a carrier might run the gaunt- 
let and raid our coastal cities. 
Carriers do not carry the big bombers, 
however, and measured by war stand- 
ards little need be feared from such 
an attempt. Naval and Army authori- 
ties think the Japanese might attempt 
a dash on the western coast. They were 
infuriated by “Jimmy” Doolittle’s 
smash at their cities and it is regarded 
as certain that they will pay us back 
if and when they can. They have al- 
ready tried to blast the Alaskan posts 
and so regain their lost face. This is 
of military significance only. No all- 
out, devastating, destructive attack on 
our cities is feared until and unless the 
Axis powers have won and held actual 
dominance: 

“We do not anticipate anything of 
that sort. But we propose to make 
ready.” 

The first activity of the reorganized 
and now fairly competent OCD has 
been to put the blackout on a business 
basis. This has been done entirely 
through the cooperation of the authori- 
ties and residents of the communities, 
for the OCD has no present authority. 
This cooperation was not to be had 
during that period in which the well- 
meaning and soft-hearted wife of the 
President seemed to be the most prom- 
inent figure. Certain practical things 
were initiated even then, but were lost 
sight of because the real task of the 
OCD had been obscured. When Dean 
James M. Landis succeeded Fiorello 
LaGuardia as administrator, the May 
poles were chopped down and all or- 
ders for garlands canceled. The OCD 
had a brief setback when Landis wrote 
a notice to the public in such fancy col- 
legiate language that a tickled Amer- 
ica giggled from Maine to the Seal 
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Rocks. The chastened Dean dropped 
the dead languages, slapped down some 
eminent ears, and the OCD was at last 
off to a good start. 

“Practically every urban community 
in the country is working with us now.” 


ERE a distinction must be made. 
In the coastal areas the OCD is 
operative but the Army is supreme. 
Lieutenant General Hugh A. Drum, 
for instance, commander in the East- 
ern Defense Command, ordered all 
the lights along the eastern coast 
dimmed out. Experiments had proven 
that ships were silhouetted against the 
land glow at night. The only part the 
OCD could play in this was to co- 
Operate. 

When New York city, meaning 
quite well but not precisely under- 
standing, did not dim its lights suf- 
ficiently Drum cracked down. 

“It is an offense punishable with a 
fine of $10,000, a year’s imprisonment, 
or both, to fail to comply with the 
President’s proclamation,” said the 
Army. 

It was under the authority of that 
proclamation that Drum had issued 
his dim-out orders. However, martial 
law had not been established, and it 
became the task of the New York po- 
lice to enforce the orders as they re- 
lated to the city. Police Commissioner 
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Valentine was quite willing to make 
summary arrests of offenders, but in- 
dicated that he was in some doubt as 
to his powers. It might be necessary, 
he thought, to secure some local legis- 
lation. While the legal authorities were 
puzzling their way through the quan- 
dary, the Army left no doubt that resi- 
dents of New York city had been un- 
believably negligent. From a drifting 
blimp these observations were made: 

“Tnland Brooklyn was ablaze with 
light—The Borough of Queens was 
‘even worse.’ —Elevated stations were 
solid masses of unshielded incandes- 
cent lamps—that gave astonishing up- 
ward glare and direct illumination — 
Every shopwindow was going full tilt 
in Long Island City’s Broadway.— 
Lower Manhattan and Times square 
were better dimmed—but the East 
River drive was much too brilliantly 
lighted—and there was too much daz- 
zle from Yorkville up to 125th street. 
—One school building stood out like 
a pure white diamond.” 


HIS report is quoted at length be- 

cause it illustrates a condition in 
which the OCD fades into the back- 
ground and the Army and the police 
and courts take over. Where it is not 
necessary to invoke this higher authori- 
ty, however, the OCD may and in per- 
haps a majority of the cities does per- 


difficult to pick flaws. Honest criticism is welcomed by the 


q “THE new Army is doing a magnificent job. It would not be 


Army. When it ts realized that only a little more than two 
years ago the Army numbered but 174,000 men, scattered 
all over Uncle Sam’s half-acre, with weapons that were in 
part obsolete, and that today there are 2,000,000 men in the 
ranks, the immensity of the job ts breathtaking.” 
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form its true function. This is to arouse 
the people to an understanding of what 
they must do if a raid should come. 
The OCD finds the public is fairly co- 
Operative, although the inland cities 
quite naturally refuse to get excited 
over the possibility that raiders might 
do what seems to them an impossibil- 
ity. The duties of a codperating local 
organization, as the OCD sees them, 
are to: 

Instruct the residents in what to do. 

Organize a system of alarm and all- 
clear signals. 

Hold practice blackouts for instruc- 
tion and discipline. 

Set up a control center to which 
information of “incidents” must be re- 
layed as rapidly as possible—“but even 
more important than speed is accura- 
cy’—and from which orders may be 
dispatched. At first glance this plan 
seems intricate and cumbersome. On 
examination it appears to be as simple 
as a knife. Every needless cause for 
delay has been eliminated. Conversa- 
tion by the air-raid wardens has been 
held to the aye, aye and nay, nay of 
the proverb. Under ordinary and un- 
controlled conditions Air-raid Warden 
57, being made aware that a bomb had 
fallen at the intersection of Forest 
avenue and Pinkie street, would, after 
some difficulty in finding a telephone, 
speak about as follows: 

“Is this OCD? Well, listen. ALL 
RIGHT, this is Air-raid Warden 57. 
Cripes, fellow, I’m trying to turn in 
an alarm and you are asking me ques- 
tions. You might as well get this 
straight if it gets to the newspapers. 
I am John R. Kennedy, of 92 Wistful 
Vista. Aw, lay off that stuff—I’m tell- 
ing you where the bomb fell. How the 
hell do I know—” 
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_ oo under the OCD plan 
general telephoning would be cut 
off and only such telephones remain 
in service as were in direct use by the 
OCD, the police, the municipal serv- 
ices, and the utilities. This is not an 
absolute rule for the OCD has no ab- 
solute power and can only suggest, but 
it is a suggestion the OCD believes 
will be generally adopted. Each air-raid 
warden has his post, his own service 
of messengers which might include 
and probably will include amateur 
radios, and his direct telephone con- 
nection with the control center. If 
the general plan is observed by a city 
the control center will consist of a 
messenger room to which only mes- 
sengers are admitted—officers being 
stationed at the doors and in the con- 
trol room. The wardens’ messages 
will follow a form: “Bomb at A-24 
[on the map]. Police—fire—ambu- 
lance—wanted.” No more. 

Down the long axis of the control 
room runs a table. At one end of that 
table is the controller. He is responsi- 
ble for the technical operation of the 
plan. At the other end is the com- 
mander, who watches the situation 
and gives orders. Along one side of 
the table, facing a blackboarded wall, 
are the chiefs of emergency services. 
They have been selected because of 
their specialized knowledge and repre- 
sent : 

The fire department; the police de- 
partment; air wardens; medical serv- 
ices ; public works; utilities. 

Each has a telephone at hand. The 
blackboards on the wall show on the 
left the information received on each 
incident—number of bombs, location, 
type of damage, time, and remarks. 
On the right-hand blackboard the in- 
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Control of Transportation during Raids 


C6 PELIANCE must be placed on the Citizens’ Defense Corps tf it 

should become necessary by reason of raids to control trans- 
portation. In perhaps 90 per cent of American cities over the 100,- 
000 mark the CDC is at work, although not necessarily under that 
title. Three hundred schools are now training auxiliary police and so 
far as the record shows they are being welcomed by the police. If 
panic were to seize a city and the citizens poured on the streets and 
roads in a wild attempt to make a run for safety, the military oper- 

ations might be interfered with.” 





cident numbers are repeated and vari- 
ous colored pins are stuck into the 
board to show at a glance precisely 
what has been done. These pins iden- 
tify the type of service as police, fire, 
medical, ambulances, rescue squads, 
decontamination squads, repair squads, 
and demolition squads. The amount of 
service sent is disclosed by the number 
of pins. This enables the commander 
to see at a glance what has been done 
and the left-hand board shows what 
should be done. There are only a cer- 
tain number of fire engines and ambu- 
lances in each city and if they were all 
sent to Forest avenue and Pinkie 
street there would be none left to send 
somewhere else. 


oe in mind that this is merely a 
suggestive outline. Each city will 
set up its organization, based on its 
own conditions, equipment, and men. 
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The OCD’s plan can be expanded in- 
definitely and made as complex as a 
Swiss watch, but simplicity is recom- 
mended. 

Unless a utility has been hit the 
operations in a bombed street may be 
expected to follow the procedure with 
which we are all vaguely familiar. The 
police keep the crowd back; perhaps 
an area is roped off; the fire engines 
may come; the white-jacketed internes 
may carry out the victims of the raid; 
it may have been necessary to send res- 
cue squads in to get the injured per- 
sons and decontamination squads to 
clear away the gas; even the demoli- 
tion squad may be rushed in to pull 
down the tottering walls. None of 
these operations differ in kind from 
the things city dwellers may see al- 
most any day. American policemen do 
not attempt to screen what is: going 
on from the eyes of the crowd, al- 
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though they will push the members of 
that crowd mercilessly back if they 
budge too far forward. The English 
bobbies follow the same plan. Well- 
meant theorists obtained a police order 
in London providing for the screen- 
ing of unpleasant spectacles, but the 
police disregarded it as soon as the 
theorists went home. 

“The screens,” said the bobbies, 
“just made us more trouble.” 

The function of the OCD, if a util- 
ity were to be hit, would not be to 
interfere with the utility’s repair crew, 
but merely to furnish information. 

“T think I know the utility people 
pretty well,” said one Army Colonel, 
“and I do not know any utility com- 
pany that is not perfectly competent 
to manage its own affairs if it were 
hit.” 

The fact is that every time a man- 
hole cover blows off or a water main 
ruptures or a gas line erupts the utility 
involved has in a small way undergone 
a bombing by enemy forces. Water and 
gas and electric companies are not 
only equipped to deal with such emer- 
gencies but do deal with them con- 
stantly. The water or gas or electricity 
is cut off and rerouted through another 
line of the grid. The only thing that 
could be more sensational in a bomb- 
ing raid than the routine Monday-to- 
Saturday troubles is that a bomb would 
make a larger hole and tear up more 
ground. This would have been pro- 
vided against by the utility companies 
and the repair gangs would start sitting 
on their shovels as soon as the siren 
shrieked the first warning that the 
raiders were coming. 


HE only thing in the OCD scheme 
which differs from practice seems 


to be that provision is made for opera- 
tion in teams instead of as singles. Ina 
raid all the utilities might catch bombs 
at the same moment. That might in- 
volve the shutting off of all water, gas, 
and electricity. It happened many times 
in England. The OCD recognizes that 
these matters are distinctly the babies 
of the injured utilities. 

“The operating problems on these 
systems are too specialized for treat- 
ment herein,” is the statement in the 
official guide. 

One interesting hint is offered to 
utilities, however: 

“Don’t worry about repairs when a 
raid is on. Wait until it is all over. 
Time will be saved.” 

This does not apply to the telephone 
companies : 

“Tf itis feasible to make repairs they 
should be made at once, even during a 
raid,” the authorities say. 

The amateur aides are sternly cau- 
tioned to keep away: 

“The telephone and telegraph and 
power linemen know their business. 
They can distinguish wires and make 
repairs, quickly and safely. Mr. Good 
Neighbor would only get everyone into 
trouble.” 

Air-raid wardens are advised that if 
a raid should come to their cities they 
must expect to operate at times without 
telephones. 

“Train your messengers and have 
them ready.” 

Reliance must be placed on the 
Citizens’ Defense Corps if it should 
become necessary by reason of raids to 
control transportation. In perhaps 90 
per cent of American cities over the 
100,000 mark the CDC is at work, al- 
though not necessarily under that title. 
Three hundred schools are now train- 
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ing auxiliary police and so far as the 
record shows they are being welcomed 
by the police. If panic were to seize a 
city and the citizens poured on the 
streets and roads in a wild attempt to 
make a run for safety, the military op- 
erations might be interfered with. 
Troop trucks could not jam their way 
through dark roads filled to the ditches 
with frightened people. The municipal 
police force, excellent as its members 
might be, would be insufficient in num- 
bers to handle the mob. The experiences 
in France and Belgium are offered as 
evidence. The auxiliary police would be 
equipped each with helmet, arm band, 
flash, and night stick and would be un- 
der the direction of the police chief. 
He in turn would take his orders from 
the Army. 

“Light control is essential at such 
times.” 


. is assumed that if such a panicky 
exodus took place at night the black- 
out system would be in operation. It 
is also taken for granted that some 
automobilists would go perfectly wild 
and try to force their way through the 
milling crowd. A few would turn on 
their lights. Cases of that porcine sort 
would be dealt with summarily by the 
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police, either regular or auxiliary. At 
raid times, however, although most 
automobiles, street cars, busses, and 
railroad trains would be immobilized 
and blacked out, it would be necessary 
to establish communication through the 
use of a few cars. These would be 
equipped with “marker lights” of very 
low intensity and screened in colored 
glass. Only emergency vehicles would 
be permitted by the air wardens to 
move at all. 

In summing up: 

The OCD’s program is purely edu- 
cational. Whatever authority it may at 
times exercise would stem from the 
Army. 

It appears now to be practical and 
businesslike. 

Local authorities are urged to pre- 
pare plans in advance to guard against 
the confusion resulting from the en- 
forced rerouting of traffic due to the 
blasting of bridges or the destruction 
of roadways. Detour points should be 
located at a sufficient distance from the 
bomb-fall to provide maximum free- 
dom of emergency services in the af- 
fected areas. 

Let’s all hope the plans may never 
be called on for use—except, perhaps, 
in Tokyo. 





Is a Snake a Passenger (or Vice Versa) ? 


Dogs, yes. Cats, okay. But snakes! Nosirree! 

So decreed an irate bus driver in Atlanta, Georgia, May 20th, 
shortly after an elderly, mild-mannered gentleman had boarded 
his trackless trolley. The man was reaching in his pocket for 
his money when a snake, about an inch in diameter, crawled 
out of his shirt bosom and dived under the driver's seat. 

The driver was startled (understatement). 


“He ain't gonna hurt you, 


3 


observed the snake fancier. 


“That’s all right,” retorted the driver. “You can’t buy him a 


seat and he ain’t gonna ride free 
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Public Utilities in the 
Post-war World 


Some observers feel that the stress of the war may result in widespread socializa- 

tion of private industry, especially public utilities. This author thinks otherwise— 

that private enterprise with its record of accomplishment and profitable operation 

will be needed more than ever in a world impoverished by war. The American 

people, in particular, he thinks, will want more business rather than less of tt. 

The article discusses other post-war developments likely to affect the fortunes of 
public utility industries. 


By ARNOLD HAINES 


ter the war, because in post bellum 

America we shall continue to have 
the 2-party political system. There are 
a lot of people who think otherwise. 
There are some who hope otherwise. 
But passing events are showing more 
clearly with each passing day that the 
American people will cling to the old 
double party set-up—that they will put 
the new wine of social significance into 
the old bottles of Democracy and Re- 
publicanism with the capital D and 
capital R, respectively. 

Why? The answer is clear enough 
to the common sense of a nation of 
people who have made their form of 
democracy work better than any other 
form. Indeed, if the history of the 
late-lamented republics of continental 
Europe shows us anything at all, it 
demonstrates that democracy will not 
work as well with the 1-party system 
or the multiparty system as it will 
with a 2-party system. Again why? 


Prerire enterprise will flourish af- 


Simply because l-party government 
inevitably becomes one-man govern- 
ment, while multiparty government 
degenerates into very little responsi- 
bility for government at all—an oppor- 
tunistic scramble for power, a series of 
selfish maneuvers and compromises be- 
tween a constantly shifting alignment 
of minority blocs and factions. 

Our 2-party system has its faults. It 
reeks with historical inconsistencies, if 
that is indeed a fault. It breeds the type 
of political cipher who actually brags 
about voting straight party tickets year 
after year, apparently for no more in- 
telligent reason than because his father 
and grandfather did the same thing. 
Perhaps if these same forebears were 
horse thieves or head-hunters, such du- 
tiful descendants would be constrained 
to follow the example of their ances- 
tors. But these people are in the minor- 
ity. Better than that, they are so di- 
vided between our two parties that one 
group tends to cancel out the other, 
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leaving a broad field for intelligent and 
elastic political action by a great mass 
of people who know what they want 


when they want it. 
ie other words, the American (and 

British) plan of making the incum- 
bent party take the responsibility for 
administrative government, while per- 
mitting the opposition party to voice 
protests and criticism, is the real reason 
why American (and British) democ- 
racy is still doing business at the old 
stand. Differently organized European 
democracies have either bitten the dust 
of defeat or allowed themselves to fall, 
plum ripe, into the horny hand of to- 
talitarianism. 

It follows from this that the tradi- 
tional American system of free enter- 
prise will survive in the troubled re- 
construction era which we know is 
ahead. Free enterprise can only flour- 
ish where there is continuous provi- 
sion for insuring a fair deal to business 
and to its customers. The free enter- 
prise system made America great. A 
vast majority of Americans, no matter 
what else they may say from time to 
time, realize that fundamental fact. 

During the years of our history 
when business became overbearing, 
our people disciplined it with political 
reform. When political reform has 
turned to persecution, the people have 
promptly supported private enterprise. 
Over the long range, they well know 
that liberty of enterprise is merely a 
facet of the basic liberty of the indi- 
vidual—the freedom for which we are 
fighting. Private enterprise could not 
long survive under totalitarianism or 
ineffective republican chaos. Indeed, it 
has not so survived in countries we 
now deplore. It is as synonymous with 
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free-working democracy as a free 
press and freedom of worship. Con- 
versely, real democracy cannot long 
survive without free private enter- 
prise. There seems to be a natural af- 
finity between the two. 

It follows that the principal bugaboo 
of the utility industry in the post-war 
world is just a bugaboo after all. There 
has been a lot of loose talk about public 
ownership taking over the utility busi- 
ness and perhaps some other businesses 
after the war. It is recognized that the 
utility business is the number one ob- 
jective—the front-line trench, so to 
speak, which a trend of socialism must 
dominate before it looks for other 
fields to conquer. 


HE fact that the post-war years 

will pose a terrific problem of eco- 
nomic readjustment here and else- 
where has increased these fears. Ad- 
ministration talk about a gigantic 
“public works program” to ease the 
transition from a war economy to a 
peace economy is in line with this view- 
point. Another PWA program, it is 
contended, will complete the conquest 
of the electric industry which the origi- 
nal PWA program had commenced. 
The infiltration of socialistic doctrine 
from our international association 
with Soviet Russia is noted as a prob- 
able concurrent development. 

Well, let us see what there is to these 
arguments : We assume, of course, that 
America will emerge victorious. For a 
tentative estimate of the war’s end, let 
us pick a date neither too optimistic nor 
too pessimistic—a date that seems to 
be the consensus of the current crop of 
international prophets. That date is 
about the middle of 1944. 

What will be the national debt of the 
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United States at the middle of 1944? 
Right now the ceiling authorized by 
law is $125,000,000,000. But our au- 
thorized expenditures through 1942 
(calendar) amount to around $200,- 
000,000,000. So even allowing for cur- 
rent tax and other revenue, it is quite 
likely that the public debt will break 
through the ceiling by June 30, 1943. 
That would mean an increase of over 
$50,000,000,000 for the current fiscal 
year, 

If the same rate of spending per- 
sists, the public debt in mid-1944 will 
stand at somewhere around $175,- 
000,000,000. 

This amounts to more than $1,300 
for every man, woman, and child in the 
United States. It compares with a per 
capita public debt of $246.09 — the 
high-water mark of World War I pub- 
lic debt which came in 1920 (and sub- 
sequently declined to $131.38 in 1930). 

So we go into the post-war period 
with a national debt of $175,000,000,- 
000, maybe more. Now who said 
something about a vast public works 
program to be paid for by the govern- 
ment? How will the government pay 
for it? Remember, such a program, if 
financed by government subsidy, would 
have to be paid for at wage and market 
prices paid in 1944 and the years fol- 
lowing. It is not like the national debt 
for past expenditures, which could, if 
necessary, be retired with fiat money. 
Workers on public projects in 1945 
would have to eat 1945 meals and wear 


1945 clothes at 1945 prices, whatever 
they might be. 


— writer may be wrong. But he 
ventures the prophecy that when 
the war ends there will be such a public 
outcry for an end to reckless Federal 
spending that any political party pro- 
posing to increase that Federal debt of 
$175,000,000,000 instead of decreas- 
ing it will take its political life in its 
own hands. So, again the 2-party sys- 
tem looms up as a vehicle for insuring 
some sort of a return to normalcy. 

It does not follow from this that 
there will be no public works projects 
brought out in the post-war period. 
Nor does it follow that there will be 
no need for public works projects. On 
the contrary, during the period of the 
war this country will have accumulated 
such a degree of deferred building and 
maintenance that we will be compelled 
to give such matters our attention. 

But it is suggested that such public 
works will be of an entirely different 
sort than the colossal hydroelectric 
and reclamation projects which in- 
vaded such a large area of the electric 
power field during the thirties that pri- 
vate industry felt itself being pushed 
to the wall. No, the type of public 
works projects which will command 
our immediate attention when peace 
comes again will be road building, hos- 
pitals, schools, and so forth. While 
few if any new roads for civilian use 
will have been completed between 1940 


7 


of public power facilities will be the lack of necessity for it. 


q “PROBABLY the biggest argument against further expansion 


The war production... will create such a peak in capacity by 
1493 that when the war stops, electric power and everything 
that it makes will have to scratch for new markets.” 
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and 1944, many existing roads will be 
cut to pieces by military tanks, Army 
lorries, and what not. 

Furthermore, by way of reconciling 
this situation with the previous state- 
ment about cutting down Federal ex- 
penditures, it is quite likely that we 
shall see some different scheme for 
financing such public works. State and 
local governments may have to take a 
larger part of the _ responsibility. 
Furthermore, such projects must be 
shown to be actually needed and read- 
ily paid for. This may bring forth a 
temporary reversion to toll bridges 
and turnpikes. In short, any adminis- 
trative policy that will shift the spend- 
ing from the Federal to the state or 
local taxpayers, or to a “pay-as-you- 
go” basis, will be in favor after the 
war. 


BY the same token, hydroelectric, 


reclamation, soil erosion, and 
navigation projects are likely to run 
afoul of the inevitable post-war econ- 
omy wave. This will be in spite of the 
nice fat “backlog” of public works 
projects which so-called peace-time 
planners in Washington are accumu- 
lating in their desk drawers. Probably 
the biggest argument against further 
expansion of public power facilities 
will be the lack of necessity for it. The 
war production (with its emphasis on 
aluminum and other electrometallurgi- 
cal facilities) will create such a peak in 
capacity by 1943 that when the war 
stops, electric power and everything 
that it makes will have to scratch for 
new markets. 

The Federal administration that 
would propose a public works program 
to augment such idle capacity by the 
erection of new plants with Federal 
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funds would be laughed out of office. 
The people would see in it merely a de- 
sire of left-wingers to crucify a private 
industry. The 2-party system would 
afford a ready instrument with which 
the people could express themselves. 

So, if the Federal government is not 
going to build new power plants in the 
post-war period and if a temporary ex- 
cess of capacity restrains lesser politi- 
cal subdivisions from taking similar 
steps—how else can private enterprise 
in the public utility industry be threat- 
ened with the annihilation predicted by 
some left-wingers? By purchase? We 
have already seen that the post-war 
emphasis will be on economy rather 
than increased expenditure. And pub- 
lic ownership by purchase has even less 
to commend it than public ownership 
by new construction, since it merely 
creates debt for purposes of changing 
title without making any new jobs for 
the returning soldiers or otherwise 
“easing the transition.” 

There are a number of ways for 
handling the huge Federal debt—all of 
them difficult, and most of them dan- 
gerous. But it is obvious it can never 
be reduced by spending more money 
and continuing to live beyond our in- 
come. After World War I the Euro- 
pean belligerents, with the exception of 
Great Britain, took the road of mone- 
tary devaluation to wipe out impossi- 
ble national obligations. In the process, 
assets as well as obligations were wiped 
out or chased out of these respective 
countries by inflation. The French 
franc dropped from its prewar level 
of 25 cents to a nickel, and finally to 
little more than 2 cents before the out- 
break of the present war. The German 
monetary system was wiped out en- 
tirely in the monetary debacle of 1924- 
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Affinity between Freedom and Enterprise 


6 Spay enterprise could not long survive under totalitarianism 
or ineffective republican chaos. . . . It is as synonymous with 
free-working democracy as a free press and freedom of worship. 
Conversely, real democracy cannot long survive without free enter- 
prise. There seems to be a natural affinity between the two.” 





25. Other continental currencies suf- 
fered proportionately. 

Great Britain took the other road— 
the traditional road of servicing her 
debt instead of retiring it. This is pos- 
sible for an empire nation which 
practices enough imperialism to make 
it pay. But even this course requires 
such a nation to live within its means 
between wars. Since the United States 
does not profess to have any imperial- 
istic ambitions it is doubtful if we 
could follow that road with as much 
success as Great Britain has had with 
it. (The latter has still failed to retire 
some obligations for her Napoleonic 
wars. ) 


. & sum up, therefore, whether 
America follows a policy of modi- 
fied devaluation or modified imperial- 
ism, or a combination of both, it stands 
to reason that we cannot continue to 
spend money—Federal money—in the 
manner to which we have become ac- 
customed during the last hectic decade. 
If the Federal administration in power 
fails to see this point there will surely 


be an articulate opposition that will 
bring it to the attention of the public. 
Another trend is already evident 
which augurs well for the preservation 
of free private enterprise in the utility 
industries. That is the present tend- 
ency of public power management, to 
cooperate with private management. 
This is one fruit of the war emergency. 
It blossomed in the need for power 
pool interconnections. Sometimes it 
was voluntary, as in the case of the 
TVA. Sometimes it almost had to be 
shoved down the throats of the public 
project operators, as in the case of 
Bonneville. But in any event it is 
“peace” of a sort which we did not have 
before, and which was long overdue. 
It marks a maturity in the growth of 
public ownership in the United States, 
which suggests that we are at last ap- 
proaching a relatively static ratio be- 
tween public and private enterprise in 
the electric utility field. Visitors from 
Europe during the last decade have 
been astonished by the cat-and-dog 
fight which has been going on between 
the two camps. They have been aston- 
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ished because there was nothing like 
it in Europe. Public and private own- 
ership have grown up side by side in 
many European countries. The two 
get along peacefully enough and flour- 


ished cooperatively. 
O N the other hand, as long as public 
ownership was struggling to 
demonstrate its legal and economic 
right to exist in the United States, its 
supporters felt the need to fight “vested 
private interests” tooth and nail. They 
shied away from talks on codperative 
cooperation, of pooling, of intercon- 
nection, with about the same spirit as 
clergymen display when they discuss 
the subject of “bargaining with the 
devil.” Some competent observers, 


such as Louis Guenther, president and 
publisher of Financial World, see in 
these war-born liaisons between pub- 
lic and private management the inex- 


orable camel’s nose under the tent. 
They feel that it will end badly for pri- 
vate enterprise. 

But we need only to recall that it has 
been the public ownership side which 
was the more reticent about getting to- 
gether and living peacefully. The gov- 
ernment men during this emergency 
have found out that the private utility 
men are not devils and vice versa. 
Emergency codperation may well 
bring a new appraisal of industrial re- 
sponsibility and a_ beneficial relation- 
ship between the two. 

That leads to one more indication 
that the public and private ownership 
feud has at last run its course. It is the 
tendency of industrial enterprise of a 
given sort to become more or less static 
in its organization within a given coun- 
try once it becomes fairly well estab- 
lished. In other words, the way public 
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utility ownership got started in most 
countries was the way it continued, 
with some notable exceptions. 

The British and French, for exam- 
ple, do not consider that government 
ownership and operation of the tele- 
phone business is socialistic or even 
radical. Simple reason is they have had 
it for so long in those countries that it 
has come to be taken for granted. On 
the other hand, if a proposal were 
made in this country for the govern- 
ment to take over the ownership and 
operation of the telephone business we 
would think it a radical step, and 


rightly so. 
 pesagewe ownership and oper- 
ation of the telephone business in 
Great Britain and France came so early 
in the development of the national 
growth of those utilities that it soon 
became woven into the pattern of the 
national economy. The personnel de- 
veloped as a civil service personnel. 
There were no privately financed se- 
curities in any great amounts to get into 
the hands of the investing public. Gov- 
ernment acquisition was fairly easy be- 
cause there was not very much to take 
over as compared with the growth of 
telephone communications today. 

It is the same story in the field of 
electric power and gas. In some coun- 
tries such as the Scandinavian group 
and prewar Germany, little islands of 
public ownership developed spontane- 
ously almost in the wake of Edison’s 
discoveries and the expansion period 
of the gas industry. Simultaneously, 
private ownership areas developed in 
the same countries. Both grew and 
prospered and lived side by side as 
neighbors. They would have continued 
to do so indefinitely, barring interna- 
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tional cataclysm such as World War 
II, which might throw the whole busi- 
ness in one direction or another or 
virtually ruin the whole set-up. 

And so, coming back to our own 
country, we see that the ownership and 
operation of gas, telephone, and trans- 
portation has been largely developed 
and stabilized in the form of private 
enterprise. Taking a conservative 
viewpoint, it is not likely that public 
agitation will develop for a major 
change. The electric power industry, 
heretofore in the process of dynamic 
growth, now shows signs of reaching 
that maturity. The birth of codpera- 
tion between public and private enter- 
prise is the best evidence that such an 
era of stabilization is at hand. It is not 
unreasonable to expect that, with a 
post-war accent on governmental econ- 
omy, encouragement for profitable 
business, and a return to normalcy, we 
may have already reached a relatively 
static situation. 


HAT kinds of business and do- 

mestic markets will the utilities 
have to serve in the post-war world? It 
is by this time a weary truism to say 
that it will be greatly changed. Old 
markets and methods now vanished 
will never return. New markets will 
be created. There will be thrilling 
opportunities and heartbreaking dis- 
locations. Above all there will be in- 
dustrial competition so keen that it 
will make the dizzy twenties of the last 


reconstruction era seem quite mild. 

Steel, aluminum, magnesium, and 
plastics—all will fight it out for new 
markets and old markets. Millions of 
new cars will have to be made and sold. 
Millions of appliances, utility appli- 
ances, will have to be made and sold. 
Right now, it might not seem that it 
would take much selling, with the con- 
sumer inventories so bare and bound 
to be stripped long before peace comes 
again. But when the whole weight of 
American industrial production, now 
geared to such a high pitch for war in- 
dustry, is suddenly thrown once more 
into civilian service, the situation will 
soon create the biggest selling job in 
world history. There will come a new 
lease on life for sales promotion, ad- 
vertising. 

Utilities are relatively fortunate in 
that their own technical operations are 
not likely to be disrupted by the shift 
from war to peace economy. Unlike 
the typewriter factories which are now 
making munitions, or the tank fac- 
tories that must retool to turn out auto- 
mobiles again, electricity and gas are 
made in the same way in war as in 
peace. The only difference is that it 
takes a lot more during war. The same 
thing goes for telephone and transpor- 
tation service. But the utilities will feel 
the secondary effects of the industrial 
transition to peace economy. War 
boom towns will go out of existence, 
leaving utility facilities high and dry. 
War industries will change the char- 


an end to reckless Federal spending that any political party 


q “.. when the war ends there will be such a public outcry for 


proposing to increase that Federal debt of $175,000,000,000 
instead of decreasing it will take its political life in its own 
hands.” 
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acter of their loads following numer- 
ous interruptions and migrations. 
There will be large sections of the pop- 
ulation shifting from one area to an- 
other. 

All these things will greatly affect 
the volume and revenue of all types of 
utility businesses. By and large, most 
utilities are looking far enough ahead 
to plan for such changes and make cor- 
responding adjustments and discounts 
when the time comes. 


O« thing that is likely to come to 
all utilities in the post-war era is 
the role of tax collector. Victorious 
triumph is not going to relieve us of a 
drab decade of heavy taxes. Politicians 
are certain to bear heavily on the utili- 
ties, as they have already done, to aid 
them in the thankless task of extract- 
ing the necessary revenue to pay the 
war piper. That is because utilities are 
by nature such good tax collectors. 
This in turn is likely to be a blessing in 
disguise for the private industry since 
it tends to discourage extension of tax- 
exempt public ownership. 

However, the effect of such taxes on 
utility business will act as a deterrent 
in the volume of usage. This counter- 
acting effect probably will not be 
strong enough to check entirely the 
steady growth of per customer residen- 
tial usage of gas and electricity which 
has been going on for years and years. 
But it will certainly have the effect of 
retarding such growth. That, in turn, 
may well lead to an end, for a time at 
least, to the steady downward trend in 
gas and electric rates. 

On the other hand, the backlog of 
new building operations will tend to 
create a growth in the number of new 
customers as distinguished from a 
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growth in per customer consumption. 
This will certainly be true for tele- 
phone, gas, and electric utilities. Only 
the transit industry can look forward 
to a reduction in the number of its 
patrons as the millions of private auto- 
mobiles laid up for the duration (or 
their new replacements) begin to ap- 
pear back on the highways of peace. 
However, even the transit utilities, 
which are having such an unexpected 
period of demand — lasting at least 
four years—will be in a position to 
make plans for liquidation and mod- 
ernization in ample time to ward off 
serious financial consequences. 

As a matter of fact, a number of 
Americans who are beginning to form 
the habit of riding street cars and 
busses—some for the first time in their 
lives—are not going to go back to the 
exclusive use of private automobiles, 
ever. The advent of the private air- 
plane as a partial substitute for the 
private automobile in the post-war era 
should encourage and stimulate supple- 
mentary public transit facilities rather 
than discourage them. 


— what has been said above, it 
will be seen that the competitive 
struggle of post-war industries in gen- 
eral will be duplicated to some extent 
within the utility field. Millions of 
young Americans and some older ones 
who have had to put off setting up 
their own housekeeping establishments 
are going to be mighty choosy about 
selecting their new appliances. The ac- 
cent here (as in the cost of govern- 
ment) will be on economy of opera- 
tion, combined, of course, with effi- 
ciency and pleasing design. 

Since utility rates can no longer con- 
tinue their downward trend, a utility 
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which sponsors or promotes appliances 
that will give more service with less 
unit consumption will gain the com- 
petitive advantage. Gas and electricity 
will compete as never before in certain 
appliance fields. Both will compete 
with other competitive fuels which 
have gained a new toe hold in the 
homes and in industry during the war 
emergency. 

Rate competition by comparison or 
publicity—that regulatory technique 
which the Federal Power Commission 
has done so much to establish—will re- 
quire utility management in the future 
to be on its toes. Publicly owned utili- 
ties will try to demonstrate their merits 
in contrast with privately owned and 
operated utilities. This will be a healthy 
competition, provided cost elements 
such as taxes are either placed on an 
equal basis or clearly set forth on a 
truly comparative basis. 


aarseagget public utilities in common 
with all other American business 
will be greatly affected by the major 
economic policies adopted by our gov- 
ernment and other governments. At 
present a number of high officials are 
talking about the need for assuring 
equal industrial and agricultural op- 
portunities in backward nations. If 
this means that the Malayan plantation 
worker will have to be subsidized so 
that he and his family can each enjoy a 
quart of milk a day or other social ad- 
vantages which he could not hope to 
obtain at a prewar wage of 10 cents a 
day in American money, it is going to 
mean that natural rubber which we 


used to import at 10 cents a pound will 
cost us 20 or 30 cents a pound. And 
that will bring it into such close com- 
petition with the now developing syn- 
thetic rubber industry in the United 
States that we may prefer to continue 
to give our rubber business to the lat- 
ter: 

It is hard to see how the Malayan 
rubber plantation worker could benefit 
under such circumstances. 

That is an oversimplified example of 
just one industry, but it shows the 
complications that will attend post-war 
planning. If it is the policy of our gov- 
ernment to extend aid to underprivi- 
leged nations all over the world along 
the lines of our farm aid subsidies, in- 
dustrial developments of an entirely 
different pattern of domestic industry 
and international tariffs will result. If, 
on the other hand, we follow a policy 
of free trade or reciprocal tariff, still 
another picture turns up. Post-war in- 
ternational policy can turn us into a na- 
tion of industrial specialists depending 
on imports more than ever before. Or 
it can turn large numbers of us back to 
the farm to attain economic self-suffi- 
ciency. 

All this is too confused from the 
present vantage point to make any in- 
telligent appraisal of what will come. 
We can only say that whatever hap- 
pens it will affect public utilities one 
way or the other. Fortunately for the 
United States, the 2-party system will 
always be at hand to correct any pro- 
longed abuse or erroneous political 
judgment contrary to our national in- 
terest. 
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Wire and Wireless 
Communication 


es FCC on June 12th issued a spe- 
cial order for an investigation into 
the methods which should be used for 
separating telephone property, revenues, 
and expenses between interstate and in- 
trastate commerce. Ostensibly, this was 
in the nature of a show-cause order di- 
recting the telephone companies to give 
reasons, if any, why a recent report rec- 
ommended by a cooperative committee 
of the FCC and the National Associa- 
tion of Railroad and Utilities Commis- 
sioners should not be adopted. 

Actually, however, the FCC will de- 
termine three matters, according to the 
following text of the order: 


1. Whether the commission should de- 
termine and prescribe rates, charges, classi- 
fications, and regulations for and in con- 
nection with interstate and foreign telephone 
toll communications on the “station-to-sta- 
tion” or “board-to-board” basis, . or 
on some other basis. 

2. Whether the principles and methods set 
forth in the said joint staff committee re- 
port on “Procedures for Separating Tele- 
phone Property, Revenues, and Expenses” 
should be adopted by the commission for the 
purpose of determining what property of 
carriers engaged in wire telephone communi- 
cation shall be considered as used in inter- 
state and foreign services, and what reve- 
nues and expenses shall be associated with 
such services. 

3. Whether the principles and methods set 
forth in said staff member report of August 
22, 1941, entitled “Distribution of Common 
Costs of Communication,” should be 
adopted by the commission in the determina- 
tion of what property of carriers engaged 
in wire telephone communication shall be 
considered as used in interstate and foreign 
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services, and what revenues and expenses 
shall be associated with such services. 


N its preliminary statement explaining 
the basis for methods to be followed 
in determining what property should be 
considered as used in interstate and for- 
eign commerce, and what revenues and 
expenses should be associated with such 
services, the FCC order of June 12th 
discussed the distinction between the so- 
called “board-to-board” and “‘station-to- 
station” basis as follows: 


The “board-to-board” basis means that 
telephone toll rates and charges are stated 
to cover all the services, facilities, and opera- 
tions required in the transmission and re- 
ception of telephone toll communications 
between one telephone station and another 
telephone station, except the facilities re- 
quired to establish a connection between the 
telephone stations and the toll side of the 
local exchange switchboards. 

The “station-to-station” basis means that 
telephone toll rates and charges are stated 
to cover all the services, facilities, and opera- 
tions required in the transmission and re- 
ception of telephone toll communications be- 
tween one telephone station and another 
telephone station. 

It further appearing that since the basis 
used for the stating of telephone rates and 
charges will significantly affect the methods 
used for the determination of what property 
of carriers engaged in wire telephone com- 
munication shall be considered as used in in- 
terstate and foreign services, and of what 
revenues and expenses shall be associated 
with such services, it is desirable that de- 
termination be made as to whether rates, 
charges, classifications, and regulations 
for and in connection with interstate and 
foreign communications should be de- 
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termined and prescribed on the “station-to- 

station” or “board-to-board” basis, as above 

described, or on some other basis; .. . 

The staff committee report on “Pro- 
cedure for Separating Telephone Prop- 
erty, Revenues, and Expenses,” men- 
tioned above, was understood to be large- 
ly based on a memorandum submitted by 
an FCC staff engineer, Manfried K. 
Toeppen, who suggested the use of sam- 
ple studies of various typical exchanges 
in order to arrive at certain standard cost 
experience. 


A copy of the commission’s order and 

of the joint staff committee reports 

were served upon the regulatory com- 
issions of each state and upon the gov- 

rnors of Delaware, Iowa, and Texas 
where no state commission regulation 
pver the telephone service exists. The 
prder was also served upon all telephone 
arriers and connecting carriers, who 
vere required to respond on or before 
July 20, 1942. A special hearing was 
scheduled to be held in Chicago, Illinois, 
eginning at 10 a. m., August 19, 1942. 


* * * 


ADMINISTRATION testimony against 

the proposed Sanders bill to reor- 
banize the FCC continued to drag on be- 
ore the House Interstate and Foreign 
ommerce Committee, with the members 
rrowing somewhat impatient. It had 
been hoped to close up testimony in chief 
by early June so as to permit a report 
bn the bill some time during June. How- 
ver, with succeeding delays over testi- 
ony of witnesses it was not believed 
ikely that the committee would close 
learings out much before the end of 


Chairman Fly of the FCC was the 
pening witness for the “government’s 
ase.” Most of his testimony, beginning 
une 11th, dealt with national defense 
nd war activities of the FCC and the 
BWC. Mr. Fly is chairman of both 
oards. Recess was taken over the week- 
ind until June 17th when Chairman Fly 
tomised to discuss the merits of the bill 
ending before the committee. 

Other FCC witnesses likely to appear 


included Commissioner T. A. M. Craven, 
who has differed with Chairman Fly on 
fundamental and administrative policy ; 
Commissioner C. J. Durr; Chief Engi- 
neer E. K. Jett; and General Counsel 
Telford Taylor. 

Incidentally, Chairman Fly was re- 
nominated to the FCC by President 
Roosevelt on June 15th for another term 
at his present post. His current term ex- 
pired June 30, 1942. 

Before Mr. Fly appeared, the commit- 
tee heard Louis G. Caldwell, general 
counsel of the Mutual Broadcasting Sys- 
tem, testify. Mr. Caldwell defended the 
FCC’s radio network investigation and 
proposed amendments of his own to the 
Communications Act in lieu of those con- 
tained in the Sanders bill. Principal rec- 
ommendation of Mr. Caldwell was that 
broadcasting station licenses now issued 
for two years should be issued for an 
indefinite period, or at least ten or twenty 


years. 


Caldwell also criticized the present 
FCC “show-cause” procedure. He ex- 
pressed the belief that the commission 
should hold hearings and receive evi- 
dence before issuing actual orders. 


ELIEF that the Federal Communica- 
tions Commission lacks power to 
make newspaper owners ineligible for 
radio broadcasting licenses was also ex- 
pressed by Mr. Caldwell. He told the 
House Interstate subcommittee “a lawyer 
must be reckless indeed to prophesy what 
the Supreme Court will hold these days.” 
The FCC recently held prolonged 
hearings on the question of joint owner- 
ship of newspapers and broadcasting sta- 
tions and pending a final ruling as to its 
powers in this respect has deferred ac- 
tion on applications of newspaper own- 
ers for broadcasting licenses. 

The legislation under consideration 
does not specifically cover the newspaper- 
radio situation, but witnesses have sug- 
gested that any new law should be specif- 
ic in stipulating that the commission 
shall not deprive an applicant of a license 
solely because he publishes a newspaper. 

Should it develop that the commission 
has this authority, Caldwell told the 
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committee, “it would be far more just 
to make it applicable simply to future 
instances rather than to have it retroac- 
tive.” Caldwell said he believed the pres- 
ent Communications Act has “certain de- 
fects which call for amendment,” and 
“certain aspects” of the commission’s 
procedure “are unsound and not calcu- 
lated to reach the best results to achieve 
justice to the parties and to the public.” 

While in general the proposed new 
legislation “has several commendable 
features,” Caldwell said, “it goes too far 
in the direction of procedural red tape 
and unnecessary obstacles to the efficient 
and expeditious administration of the 
act.” 

Paul D. P. Spearman, former FCC 
general counsel, also appeared before the 
committee in opposition to clear chan- 
nels and higher power for radio stations, 
Spearman represented Network Affili- 
ates, Inc. 

* *K KX * 


HE telegraph company merger bill 
recently cleared its biggest hurdle to 
date, but the odds were still against it 
getting through Congress. The Senate In- 
terstate Commerce Committee on June 
18th was said to be ready to report the 
measure, which would permit a merger 
of all the domestic facilities of Western 
Union and Postal Telegraph companies. 
The bill, which the committee ordered 
to be reported on June 16th, makes no 
provision for merger of the international 
facilities of the two telegraph companies. 
The assumption was that there would be 
separate firms to handle the international 
cable and wireless business after the 
merger, at least until after the war. 
The Senate may take up the measure 
some time this summer, but there is no 
guaranty of favorable action. Even if 
the Senate passes it, however, it is 
doubtful if the House can act on it be- 
fore the end of the year. In that case, 
the legislation would die with the 77th 
Congress and would have to be started 
from scratch again. 
Under the bill, as drawn up by the 
Senate committee, Western Union and 
Postal Telegraph are permitted, with the 
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approval of the Federal Communicatioy 
Commission, to merge. Both companiq 
and the FCC, it was said, are anxious { 
go through with a consolidation as sog 
as legislative clearance is given. 

The merger would embrace the tel 
type as well as the telegraph, wirele 
and other domestic message-sending { 
cilities of the two companies. 


* * *K * 


HE House Ways and Means Coy 
mittee boosted the total of its ne 
revenue bill to $6,201,000,000 on Jug 
12th by tax increases on telegraph aga 
telephone bills, life insurance companit 
and photographic equipment. Among 
tax increases were: Telephone toll se 
ice tax of 5 cents on charge of from 
to 50 cents was changed to a flat 20 p 
cent tax on the toll. The 10 per cent t 
on telegraph and cable messages was i 
creased to 15. Estimated yield in add 
tional revenue, $26,800,000. | 
Tax on local telephone bills was i 
creased from 6 to 10 per cent. Estimatgm 
yield, $36,800,000. 


* * * * 


N. JOHNSON, general manager of tf 

e Ashland Home Telephone Cor 
pany, which furnishes telephone servi 
in sixteen counties in Kentucky, 2 
nounced early last month that the cof 
pany had forwarded checks to all a 
ployees and former employees for adj 
tional compensation claimed by the wa 
and hour division of the United Stat 
Labor Department to be due under 
Fair Labor Standards Act from Octob 
24, 1938, the date the act went in effe 
to January 24, 1942. 

Johnson said the company did 1 
agree that any additional amounts weé 
due, but was glad to give its employe 
the benefit of the doubt. 

The total additional amount pa 
Johnson said, was less than 14 per ct 
of wages paid during the period and s 
stantially all the amounts claimed to 
due were for the first year the act was 
effect, when it was not considered gent 
ally that telephone companies were s 
ject to the act. 
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oLD by Law Director Thomas A. 
Burke, Jr., that the Ohio Bell Tele- 
phone Company’s pending request for 
ncreased tariffs was “primarily an at- 
empt to pass the burden of the utility’s 
evar taxes on to the public,” the Cleve- 
and city council recently unanimously 
uthorized him to protest against ap- 
broval of the increases by the Ohio Pub- 
c Utilities Commission. 

Most of the larger cities of the state 
jill join with Cleveland in appearing be- 
ore the commission to object to the new 
priffs, particularly one which would 
aise the installation cost of telephones in 
esidences from $1 to $4.50, Burke in- 
ormed the council. 

“The company’s contention that the 
ctual installation costs are more than 

.50 is probably true,” the law director 
kid, “but with the installation of each 
dditional phone the company’s revenue 
s bound to increase.” 

The higher charges asked by Ohio 
ell do not affect basic monthly rates to 
s subscribers. 


* * * x 


HE Coleridge Telephone Company 

applied to the Nebraska State Rail- 
ay Commission recently for authority 
) increase business and residence rates 
) cents a month, whether stations were 
bmpany or subscriber owned, and farm 
etallic service 15 cents. Louis C. Doelz, 
anager, said that he had greatly im- 
oved the plant since he bought it six 
pars ago, but increased costs of doing 
siness necessitate additional revenue, 
bmputed at $400 a year. Increase of 
htes at 16 of its 31 exchanges serving 
b communities was asked by the Ne- 
aska Continental Telephone Company 

Columbus in a lengthy filing made 
ith the Nebraska State Railway Com- 
ission recently. 


* * * * 


HAIRMAN James L. Fly of the Fed- 
eral Communications Commission, 
ing American radio listeners were 
Mt responding to Axis propaganda 
oadcasts, recently told a press confer- 
ce this story: 
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A recent German broadcast urged 
American listeners to go to public libra- 
ries and read certain books known to 
contain anti-British propaganda. 

The commission asked the American 
Library Association to circulate member 
libraries for a check on the public re- 
quests for these volumes. 

“Complete reports from the associa- 
tion,” he continued, “show but a solitary 
request, which occurred at the San Fran- 
cisco library, and that was from a per- 
son having an unrelated purpose in mind. 

“This indicates fairly well that few 
listen to Axis propaganda outside per- 
sons in the crank fringe and, of course, 
those studying the material such as the 
government’s own listening services, 
which make prompt use of such material 
to propagandize Germany and Italy in 
return.” 


*x* * * x 


MPLOYEES of the Ohio Bell Tele- 

phone Company have an added in- 
centive in carrying on their intensive ef- 
forts to maintain service under difficult 
conditions and meet the unprecedented 
demands for telephone facilities caused 
by the war. 

As part of the company, they have 
been commended by the United States 
Army for maintaining the lines of com- 
munication in “an effort over and above 
their line of duty,” according to word 
received from the Ohio Bell headquar- 
ters in Cleveland by P. W. Denning, the 
company’s district commercial manager 
at Columbus. 

The commendation was in the follow- 
ing telegram received by the Ohio Bell 
from Major General Dawson Olmstead, 
chief of the United States Signal 
Corps: 

You are rendering a vital service to your 
country in this time of war by the rapid 
and efficient manner in which you are doing 
your job. The Army commends you for ris- 
ing to the new and greater needs of the 
nation with spirit of loyal effort over and 
above your line of duty. Conduct of the war 
effort in your important section of the coun- 
try demands dependable communications 
under all conditions. You are doing your 
waa in holding the lines of communications 

or us. 
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SEC Adopts More Liberal 
Policy on Refunding 


HILE utility financing has shown a 

declining trend in recent months 
(see chart, page 829, June 18th issue), a 
temporary revival occurred in early June 
when several fair-sized issues were 
placed. Twenty-six million dollars of 
Virginia Public Service first 3$s due 
1972 were offered at 106} June 4th by 
a group headed by Stone & Webster and 
Blodget ; also $10,500,000 sinking-fund 
debenture 5s due 1957 at 102. The syndi- 
cate, made up of over 90 firms which in- 
cluded such large underwriters as Hal- 
sey, Stuart, First Boston, Mellon, Blythe, 
etc., was the only one to bid for the two 
issues. Practically all the proceeds of the 
financing are being applied to refund 
present debt of the company and its sub- 
sidiary, Virginia Public Service Gener- 
ating Company (which will be elimi- 
nated). As part of the general program 
of corporate simplification, two other 
subsidiaries will also disappear—Middle 
Virginia Power Company and Hampton 
Towing Corporation. 

Virginia Public Service has long been 
attempting to refund, and several previ- 
ous plans have failed of fruition. The 
present plan emerged by a narrow mar- 
gin from exhaustive SEC hearings. The 
commission split three to two on the final 
decision, which permitted the company 
to carry through its refunding plans be- 
fore completing an over-all recapitaliza- 
tion. Commissioners Healy, Pike, and 
Burke voted to allow the Virginia Com- 
pany to refund while Chairman Purcell 
and Commissioner O’Brien dissented. 

A year or more ago the commission 
apparently adopted a general policy that 
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By OWEN ELY 


refunding could no longer be separated 
from recapitalization measures to con- 
form to SEC standards. This is probably 
the first important case in which the 
commission has made any concession ti 
the argument that refunding delays ar 
costly to all security holders, regardles; 
of possible conflict between various in: 
terests represented in the capitalization 


bes minority SEC group in the Vir 
ginia Case argued that accountin 
adjustments required by the majority 
decision would result in a $4,000,00) 
deficit in the earned surplus account 
While the minority admitted that to re 
quire the full revamping of capital struc 
ture at this time might result in an apped 
and further delays, they stated: 
Action to remedy the company’s whol 
financial structure is essential to the protec 


tion of investors and consumers. It is de 
manded by the needs of the nation. Such at 


can be right . 

lation on the part of the majority when the 
say they do not wish to delay the refinant 
ing in view of uncertain conditions brougi 


ment has been rejected by this commissi0 


Other companies could have maj 
good use of this liberalized policy ha 
it been available a year ago. The $12) 
000,000 Columbia Gas refunding, $55 
000,000 Florida Power & Light refinan' 
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ing, $75,000,000 United Gas refunding, 
and a number of other important issues 
could earlier have been handled on very 
favorable terms, whereas now, with the 
deterioration in earnings due to taxes and 
the pressure of government financing, 
greater difficulties and less favorable 
terms would doubtless be encountered. 


» 


Court Reviews of SEC Integra- 
tion Orders Sought 


( issue between the utility holding 
companies and the SEC over § 11 
is gradually taking legal form after many 
years’ delay. While holding company 
executives appear willing to compremise 
on many points, the SEC has not yet in- 
dicated the full extent of concessions 
which it might make. In some cases there 
has been delay in the disposition of vol- 
untary plans submitted by the companies. 
However, the commission has now en- 
tered definite “orders” against several 
companies. Since (under the Utility 
Act) court appeals from such orders 
must be taken within sixty days, the 
companies have now appealed to protect 
stockholders’ rights. The litigation will 
still leave the door open for negotiations 
with the SEC. If the outlook for a com- 
promise seems promising, suits may not 
be actively pressed, but merely kept alive 
pending an active exchange of views 
with the commission. 

On April 9th the SEC issued an order 
directing Commonwealth & Southern to 
recapitalize into one class of common 
stock, An appeal was filed June 6th with 
the U. S. Circuit Court of Appeals in 
Philadelphia. In July last year the com- 
pany had proposed a plan whereby hold- 
ers of the preferred stock would be of- 
fered (in exchange) the common stocks 
of the northern group of subsidiaries, 
thus leaving the less valuable equity in 
the southern group for the common 
stockholders. Such a plan would, it would 
seem, meet the SEC demand for a single 
class of stock (assuming that the pre- 
ferred exchange could be completed, or 
unexchanged stock retired). In a 
broad way it would also solve the geo- 


graphical problem, since the northern 
and southern groups would be under 
separate ownership, the northern group 
being entirely divorced from Common- 
wealth. The SEC has thus far held no 
hearings or indicated its reaction to the 
plan, but hearings were to be initiated 
June 23rd on the company’s plan “and 
any other plan proposed for effectuating 
such recapitalization.” The question of 
geographical integration would be con- 
sidered simultaneously. 


_—. SEC may feel that the proposed 
plan is too generous to the common 
stockholders. Complete data for 1941 are 
not readily available but in 1940 the 
southern group contributed 21 per cent 
of the total equity earnings and 7 per 
cent of the common dividend income of 
the parent company. Regarding geo- 
graphical integration, the commission has 
in the past raised some question regard- 
ing the retention of all the southern com- 
panies as a single integrated group. If 
the company’s recapitalization plan 
should be approved and consummated, 
any question as to whether the northern 
group might constitute a single system 
would be avoided, since these companies 
would no longer be holding company 
subsidiaries. 

North American Company on June 
12th filed a petition with the U. S. Cir- 
cuit Court of Appeals for the Second 
Circuit (New York), seeking a review of 
the order issued April 14th by the SEC 
under § 11 (b) (1) of the Holding Com- 
pany Act, directing the company to dis- 
pose of most of its utility investments. 
Upon filing the petition, the company 
said “our stockholders would lose their 
right to appeal the commission’s April 
14th order unless action is taken within 
sixty days after the date of the order. 
We have appealed, therefore, in order to 
maintain the status quo while we con- 
tinue our efforts to work out a construc- 
tive solution of our problem that will 
meet with the approval both of the com- 
mission and of our investors.” 

United Gas Improvement Company 
on June 13th filed in the third circuit 
court in Philadelphia appeals from two 
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separate SEC orders, which were later 
consolidated. UGI’s issue has to do with 
geographical integration and the ques- 
tion of “incidental holdings.” The com- 
pany maintained that the orders were 
unconstitutional, and that the SEC 
should have made a complete and final 
determination as to which of the system 
corporations constitute an “integrated 
system” and which do not. It is expected 
that the two cases may come up for hear- 
ing in the October term of the court. 


genase Engineers Public Serv- 

ice Company, which was expected 
to be the first holding company to test 
the Utility Act in the courts, is still spar- 
ring with the SEC. The commission was 
to hear the company’s application on 
June 22nd for an additional year to com- 
ply with the “death sentence” order en- 
tered July 23, 1941. This order had di- 
rected the company to sever its relation- 
ship with the Puget Sound and Key 
West subsidiaries. Since the company 
accepted the order requiring disposal of 
these companies, the issue is merely one 
regarding the time required for sale. A 
court appeal, should it be taken later, 
would probably be concerned with the 
question of retention of more important 
system properties, 

The commission has dismissed as ir- 
relevant the plea of United Corporation 
for a war-time stay of “death sentence” 
proceedings against it. 


¥ 


Competitive Bidding Proves 
Successful 


ow that the technique of competi- 
tive bidding has been more thor- 
oughly developed, some recent utility 
issues have attracted considerable lively 
competition. While the big Virginia Pub- 
lic Service financing drew only one bid, 
the earlier $4,000,000 Public Service of 
Indiana issue—the first competitive utili- 
ty sale in about two months—attracted 
nine bids, and the $15,000,000 Public 
Service Electric & Gas issue called forth 
six. 
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While the widespread interest in these 
earlier issues was probably due to the 
dearth of new bond offerings and their 
small size, the SEC doubtless has reason 
to be pleased with the present smooth 
workings of the competitive bidding sys- 
tem, which both the utilities and the 
bankers viewed with skepticism when it 
was first ordered into effect. 


> 


Power Rationing in 1943? 


gong output is running currently 
only about 10 per cent over last 
year and no serious bottlenecks have 
been reported recently (with the possi- 
ble exception of Florida). Director W. 
H. Harrison of WPB’s production divi- 
sion has been unable to recall any de- 

s in production due to lack of power. 
h.. -ver, Chief J. A. Krug of WPB’s 
power division recently told the Edison 
Electric Institute at its annual confer- 
ence that power rationing might become 
necessary next year—possibly this year 
on a small scale and in some “tight” 
areas. The board is working on an over- 
all country-wide order for such ration- 
ing, Mr. Krug declared, the country be- 
ing divided into power regions in rela- 
tion to war production. Should produc- 
tion in any highly industrialized area fall 
short of the necessary output, curtail- 
ment might be ordered in air condition- 
ing, sign lighting, or other “nonessen- 
tials.” 

Mr. Krug also stated that further 
interconnection of power systems is nec- 
essary and that the WPB and the FPC 
are working with private utilities to com- 
plete such necessary linkages. 

Utility executives were doubtless 
somewhat heartened by Mr. Krug’s re- 
marks. A year or so ago the FPC pre- 
dicted a great shortage of electricity by 
the time war expenditures reached the 
present level. Thus far the industry has 
been able, by codperative measures, to 
carry the war load in addition to the 
regular output. Still further demand will 
be made on the industry as war plants 
now under construction swing into pro- 
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duction and hence consumers here and 
there may have to yield a little power 
to the war effort. But the immense con- 
struction program at one time envisioned 
by the FPC and some other government 
circles has so far proved unnecessary, 
thus saving immense amounts of cop- 
per, steel, and aluminum for more im- 
portant war work. 


¥ 
Oklahoma Natural Gas Company 


(Eighth article in a series of brief de- 
scriptions of natural gas companies) 


KLAHOMA Natural Gas Company, 
$62,000,000 distributing gas com- 
pany, was incorporated in 1933 though 
the business dates back to 1906. Last 
July the company purchased for about 
$4,700,000 the Oklahoma gas properties 
of Central States Power & Light Corpo- 
ration. The company’s office is in Tulsa. 
While the company has some small 
producing properties in Kansas, it ob- 
tains most of its gas from numerous 
fields in central and eastern Oklahoma, 
total requirements averaging about 30,- 
000,000,000 cubic feet per annum. Gas 
reserves, at the present rate of use, have 
an estimated life of over twenty years 
and there are other large reserves in 
near-by areas. 

About two-thirds of the company’s 
gas volume is sold in Oklahoma City and 
in the Tulsa district, with the remaining 
third distributed to 126 communities in 
Oklahoma and two in Kansas. Proper- 
ties include some 2,328 miles of transmis- 
sion pipe line and 1,868 miles of distrib- 
uting lines. 

Capitalization consists of $16,700,000 
first 32/55, $4,500,000 3s/56, $5,500,000 
bank loans due 1946, 58,000 shares of 
$5.50 prior preferred stock (convertible 
into 5 shares of common), 91,055 shares 
of $3 preferred, and 550,000 shares of 
common stock. All securities are listed 
on the New York Curb Exchange, with 
the exception of the 3 per cent bonds, 
which are held by four insurance com- 
panies. The present capital set-up is 
about 52 per cent funded debt, 20 per 


cent preferred stock, and 28 per cent 
common equity. 

Regular dividends have been paid on 
the preferred stock since issuance; the 
prior preferred is currently selling 
around 100 and the junior preferred 
($50 par) at 42. The common stock, re- 
cently around 13, has had the following 
record (fiscal years ended August 31st) : 

Earned per Divi- Approx. Range 

Share  dends High Low 

$3.94 $1.40** 17 12 

3.43 1.40 22 15 

3.58 1.10 13 
2.06 1.00 
1.86 Nil 
213 Nil 
1.05 Nil 
0.58 Nil 


1942* .. 
Uo ese 
1940 ... 
1939 ... 
1938 ... 
7 ee 
1936... 
1935 ... 


*Twelve months ended March 31st. 
**Indicated rate. 


Current position as of February 28, 
1942, was fair, with cash and govern- 
ment securities of about $2,112,000 and 
a current ratio of about 1} to 1. 


HILE gross revenues for the twelve 
months ended March 31st showed 
a gain of about $1,212,000, or about 13 
per cent over last year, about three-quar- 
ters of the gain was absorbed by in- 
creased expenses and taxes (the latter in- 
creasing about $423,000 or 88 per cent). 
No provision for excess profits taxes. 
Since the company’s fiscal year ends 
August 31st, it is still accruing taxes at 
last year’s 31 per cent income tax rate. 
Assuming that published earnings corre- 
spond fairly well with those reported to 
the Treasury Department (last year’s re- 
port indicated that a substantially lower 
net income was reported), a 40 per cent 
income tax rate applied to the earnings 
for the twelve months ended March 
would have reduced common share earn- 
ings to around $2.94 a share, it is esti- 
mated. However, judging by the current 
pick-up in earnings before taxes and 
possible income tax credits, it seems un- 
likely that. earnings in the next fiscal 
year (beginning September Ist) should 
drop below the $3.50 level. Since there 
are important national defense activities 
around Tulsa and Oklahoma City, the 
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outlook for earnings in the next fiscal 
year will naturally be affected by the ex- 
tent of war activity. 

In the latest earnings statement 
maintenance and depreciation were about 
16.2 per cent of gross revenues. 

Despite the delayed impact of higher 
tax rates, the common stock at the cur- 
rent level of less than 34 times earnings 
appears to be conservatively priced. 


> 
Empire Gas & Fuel Recapital- 


ization Plan 


MPIRE Gas & Fuel Company, $430,- 
000,000 oil, pipe-line, and gas 
subsidiary, constitutes about 40 per cent 
of the Cities Service system. Empire and 
Cities Service recently filed an answer 
to SEC proceedings pending against 
them, and presented an amended plan of 
recapitalization. 

Under this plan the public holders of 
the several preferred stocks of Empire 
could exchange them for proposed new 
sinking-fund debenture 34s. While the 
bonds would mature in twenty years, the 
sinking fund of $1,000,000 or more per 
annum would retire the entire issue be- 
fore maturity. Exchanges would be made 
as shown in the table below. 

Cities Service would completely sub- 
ordinate its present interest in the debt 
and preferred and common stocks of 
Empire to the new debentures. More- 
over, Cities Service would transfer to 
Empire $62,057,000 debts now owing to 
itself by Cities Service Gas and Cities 
Service Oil, in exchange for an equal 
amount of unsecured debt of Empire. 
This amount would then be lumped with 
Empire’s present debt making a total of 
$102,307,000, which would be repre- 
sented by unsecured promissory notes of 
Empire payable in 1953. 

The present plan supersedes one filed 
some months ago which provided for 


64 ” ” ” 
6 ” ” ” 
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issuance of 44 per cent prior preferred 
stock in exchange for the several pre- 
ferred issues. An SEC hearing was 
scheduled for June 22nd. 

Empire preferred stocks have recent- 
ly enjoyed a sharp advance. According 
to Street estimates, the new debentures 
might sell in the neighborhood of 85-9 
since earnings coverage would be ample 
to give them a good rating, and the sink- 
ing fund would be of added protection. 


¥ 


Integration Order 


HE Securities and Exchange Con- 
mission invoked death sentence 
proceedings on June 18th against the 
voting trustees of the common stock of 
the Central Public Utility Corporation, 
simultaneously with the announcement 
that the trustees had filed a voluntary 
plan for compliance with the clause. 
The SEC in its order, which also di- 
rected that several proceedings involv- 
ing Central Public Utility directly or in- 
directly be consolidated, said that it ap- 


peared from the evidence that the voting 


trustees constituted a holding company 
within the meaning of the Public Util 
ity Holding Company Act. 

The trustees hold all of the common 
stock of Central Public Utility under a 
voting trust agreement dated August |, 
1932, and as such have a subsidiary com- 
pany, the Consolidated Electric & Gas 
Company, also a holding company. 

The voting trustees are Christopher 
H. Coughlin, W. T. Crawford, and Raw- 
leigh Warner, with offices at 26 Ex- 
change place, Jersey City. Their powers 
as trustees are due to expire on August 


to Central Public Utility of all its out: 
standing common stock, the removal of 
the agent and the depository under the 
agreement, and termination of the agree: 
ment. 


” 
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FINANCIAL NEWS AND COMMENT 


RECENT UTILITY EARNINGS REPORTS 


End of  12-month Period 3-month Period 
Electric and Gas Companies Periods Last Prev. Incr. Last Prev. Incr. 
American Gas & Elec. Consol. ....... Apr. $2.61 $287 D9 $ .60 $ .76 D21 
Amer. Power & Lt. (pfd.) Consol. ... Mar. 4.67 6.52 D28 150 2.24 D33 
Parent Co. Mar. 3.79 4.52 D16 51 68 D25 
American Water Works Consol. Mar. 89 1.11 D20 06 28 D79 
Parent Co. Mar. 42 ae Sn D.05 Nil 
Boston Edison Mar. 3.79 (a) . wer 1 statin 1 nee 9 
Cities Service P. & L. (pfd.) Consol. Mar.(b) 4.40 
Parent Co. Dec. ” 56 : D40 as cad 
Commonwealth Edison Consol. Mar. 1.78 .31 D23 P : D27 
Com. & Southern (pfd.) Consol. ..... ; 7.75 : D1 : { D14 
Consolidated Edison, N. Y. Consol. ... Mar. 1.90 11 D10 : d D10 
Parent Co. , 1.84 { : ; D19 
Cons. Gas of Baltimore Consol. ...... , 4.64 : k B D1 
Detroit Edison Gontol:.... 6 <s.<csceee: % 1.83 : *s Me “7 
Elec. Bond & Share (pfd.) Parent Co. 2 6.92 ; : 4 D35 
Elec. Power & Lt. (1st pfd.) Consol. ; 11.11 as a ik 
Parent Co. ; 1.86 
Engineers Public Service Consol. ..... ; 1.02 
Parent Co. 3 oe 
Federal Light & Traction Consol. . 
Indianapolis P. & L. Consol. 
Long Island Lighting (pfd.) Consol. 
Parent Co. Mar 
Middle West Corp. Consol. .......... 
Parent Co. 
National Power & Light Consol. .... 
Parent Co. 
Nor. States Pwr. (Del.) Consol. (Cl. A) 
Ogden Corp. 
Pacific iy & Electric Consol. 
Public Service of Ind. 
Public Serv. Corp. of N. J. Consol. .. 
Southern California Edison 
Stand. Gas & Elec. (pr. pfd.) Consol. 
Parent Co. 
United Gas Improvement Consol. ..... 
Parent Co. 
United Lt. & Power (pfd.) Consol. .. ’ 
Parent Co. , 3.94 D6l 
Gas Companies 


American Lt. & Traction Consol. ; : 1.79 8 
Brooklyn Union Gas 2 2.05 2.44 D16 
Columbia Gas & Electric Consol. , 09 35 D74 
El Paso Natural Gas Consol. ......... : 3.52 3.71 D5 
Lone Star Gas Consol. : LE 1.14 D3 
Northern Natural Gas Consol. ........ : 3.30 3.65 D10 
Oklahoma Natural Gas : 3.94 ba Yj 
Pacific Lighting Consol. ..........00 ; 3.30 3.32 Dl 
Peoples Gas Light & Coke Consol. ... ’ 6.84 465 48 
Southern Natural Gas Consol. ........ 3 2.01 1.77 14 
United Gas Corp. (Ist pfd.) Consol. ’ 16.37. 10.17 61 
Parent Co. Feb. 12.15 8.01 51 
Telephone and Telegraph Companies 
American Tel. & Tel. Consol. ......... Feb. 10.36 11.32 D8 
Parent Co. Mar. 9.98 10.18 D4 
General Telephone Consol. ........... Mar. 2.51 2.93 D14 
Western Union Tel. Apr.(e) 1.96 2.04 D3 
Systems outside United States 
Amer. & For. Pwr. (1st pfd.) Consol. Dec. 6.76 6.16 10 
Parent Co. Dec. 3.89 kak 
D—Deficit or decrease. 
(a) Before Federal taxes, “no reasonable estimate” of which can be made. (b) Three months. 
(c) Not reported. (e) Four months, 


43 JULY 2, 1942 





What Others Think 


W, Is the Power Industry Keeping Pace 
With Demands of War? 


OS was the question dealt with in an 
address by William H. Harrison, 
WPPB director of production, before the 
June 11th session of the Edison Electric 
Institute, meeting in New York city. Mr. 
Harrison’s reply to this question was 
categorically in the affirmative. He 
stated : 


Clear-cut evidence of this is to be found 
in the fact that in no instance, that I can 
recall, has production been delayed because 
of lack of power. Sure, there have been 
instances, and there will be more, where 
feeder and distribution lines, transform- 
ers, systems interconnections, contractual 
arrangements, and a lot of other considera- 
tions appeared to be imponderables—but to 
my knowledge each was cleared up in ad- 
vance of need, even though there was a 
tight squeeze now and then. 

This is to the credit of the industry for 
its ingenuity and effective integration of 
facilities in meeting the current situations, 
and for its vision, forward-looking planning, 
and sound engineering and operation over 
the years past. In this, of course, recogni- 
tion must be given to the suppliers and 
manufacturers. 

Heavier demands lie ahead—they are 
principally in the field of the creation of 
synthetic materials. Rubber, high octane gas 
are the outstanding examples. know of 
nothing thus far which suggests that these 
future war demands will not be met. On 
the other hand, there are factors of ma- 
terial and of manufacturing capacity sharply 
limiting the manner in which this will have 
to be done. I shall touch on these in just a 
moment. 


So much for the availability of power. 
Of equal importance, however, is the ne- 
cessity for the continuity of operation 
and dependability of service. Here 
again the WPB director of production 
gives the power industry a favorable re- 
port card. He says that “to the extent 
human foresight could envision the fu- 
ture, every effort has been made to cre- 
ate dependability of power supply.” By 
way of passing illustration, he said: 
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Each war plant has been designed and 
utilities provided so that there would be 
alternate routes and at least two separate 
generating sources. In some instances this 
has involved stand-by generating equipment 
where it was impractical to create a second 
service line or a second generating source. 

These decisions did not grow out of 
known or anticipated weakness in power 
supply, but rather from our insistence that 
no stone be left unturned to insure con- 
tinuity of operation. In this connection I 
want to emphasize that power systems con- 
tinue to be dependable—and to suggest to 
you how important it is that this continue 
to be the case despite heavier and more ex- 
acting loads on the one hand, and limited 
— and generating capacity on the 
other. 


HE speaker went on to explain that 
war production is now moving into 
the second stage. In this stage the limit- 
ing factor is not so much the electric 
power to turn the wheels of production 
capacity in order to process the goods, 
but rather the extent of available mate- 
rials to feed the manufacturing capacity 
created. We have reached the point 
where practically every pound of metal 
is required to feed the war machine and 
if used for any other purpose constitutes 
one less pound of output in war goods. 
Indeed, there has lately arisen the 
problem of deciding to which use among 
a number of vital items of war goods 
themselves a given pound of critical ma- 
terial should be assigned. Hence, no em- 
phasis on conservation of materials is 
too great. This means working with 
closer margins and less stand-by equip- 
ment than would be ordinarily desirable. 
We may even be at the point where 
stand-by power equipment can no longer 
be furnished or alternative service lines 
built. 
Then, too, power-generating machin- 
ery, like every other type of machinery, 
has come into direct and immediate com- 
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WHAT OTHERS THINK 


petition with ship propulsion machinery, 
compressors, equipment for explosive 
plants, and a host of things that consti- 
tute our sinews of war. 


_pevemape of the necessity for getting 
along on reduced reserve equipment, 
Mr. Harrison stated: 


Those of us brought up under good en- 
gineering practice have become accustomed 
to look upon margins—safety factors—spare 
equipment, etc., as essential. Experience 
demonstrates that these practices are still 
sound; on the other hand, there simply is 
no longer the wherewithal, and we have 
to learn to get along on stricter rations— 
to tighten our belts in every direction. 

With stand-by equipment perhaps no 
longer stand-by—with interconnection only 
limited stand-by—with manufacturing capac- 
ity no longer available—you may well be at 
the point in specific instances where standby 
or reserve or margin is in the commercial 
use of power. Fluctuations in the war load 
—emergency conditions growing out of tem- 
porary loss of generating capacity—may 
have to be taken up—here and there—in 
curtailment of commercial and civilian use. 
There is a job to be done in anticipating 
this and acquainting the public of it in the 
areas likely to be affected. 

I am mindful that in many instances ad- 
ditional generating equipment has gotten 
badly entangled in the onrush of war work 
in some of the manufacturing plants, and 
we are making every effort to clear up par- 
tially completed generators, etc., so that in 
reality the decks can be cleared for war 
implements. 


The speaker repeated that the power 
industry “has kept abreast of demands 
—continuity of service has been excel- 
lent—all of this in face of unanticipated 


large and exacting demands.” Much of 
this has come from forward-looking pro- 
vision of facilities—some of it has come 
from taking up margins. Additional de- 
mands lie ahead—opportunity to create 
additional capacity—to extend service 
lines—to do more interconnecting—bet- 
ter load control—improved operating 
practice—closer engineering standards. 
All these will have to be resorted to. 
The speaker warned the industry that 
it would be asked to continue to “‘scrape 
the bottom of the barrel to haul out more 
kilowatts.” He said that the wizardry of 
engineers and operating men, rather 
than copper and turbines, will have to 


produce these additional kilowatts like 
rabbits out of a hat. 


EFERRING to war production itself, 

which is Mr. Harrison’s own sphere 
of activity for the War Production 
Board, the speaker mentioned the diffi- 
culties occasioned by the shifting de- 
mand of the American and allied war 
effort. He said: 


At the time the President with great 
vision spelled out the pace-making items of 
planes, tanks, ships, guns, the base on which 
we had to build seemed rather narrow to 
pyramid such a load, in such a short period. 
We now have a base not only broad enough 
to handle the assignment for 1942, but we 
see in it a base broad enough to handle the 
even more astronomical figures spelled out 
for next year. 

We are forced to overreach ourselves on 
facilities, materials, and man power. Each in 
turn will be the limiting factor in arriving 
at maximum production. 

You all know in your own business what 
it is to have a staggering milepost—you 
know how discouraging it is when you are 
only partly on your way—to measure from 
the top down—rather than measure from the 
bottom up. 

My reference today is from the bottom up. 

I think we can now state with reasonable 
certainty that in broad measure 1942 objec- 
tives are in the making—to assure these ob- 
jectives industry and government must con- 
tinue to work together as a team and each 
of us as individuals must stay in there 
pitching. 

While output in most of the specific items 
is abreast of schedules—yet current levels 
are far from what the monthly rate must 
be to reach the goals set. 


Warning that comparisons are of lit- 
tle value, Mr. Harrison said that the 
production record of the United States 
today is very impressive when measured 
by the yardstick of the last war. Naval 
and merchant shipbuilding is sevenfold 
greater. There is simply no possible 
comparison in aircraft. Rounds of small 
arms ammunition produced in May, 
1942, equaled the peak monthly rate of 
the last war. The production of explo- 
sives—T NT—was three times as great. 
Explosives, incidentally, represent the 
second largest consumers of power. in 
each month the increment of many crit- 
ical items has been 30 per cent over the 
preceding month. May was actually 
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four times greater than November; as 
contrasted with May, 1941, some twelve 
to fifteen times greater. 


r. Harrison reminded his listeners 
that weapons hold the balance of 
power in the present war. He stated: 


. . . Pure science—applied engineering— 
private initiative and business management— 
all combined have their mark on the 
weapons and I am modestly proud of my 
association in the service industrial field— 
which field has given such stimulus and 
encouragement to science—engineering— 
private initiative and business management. 


Again power and war production are 
synonymous. 

I congratulate the men and women of the 
power industry on the effective contribu- 
tion you are making to the war effort—you 
have a prominent place in the war line-up 
—with it great responsibility and a stiff 
challenge. 


The speaker concluded with a quota- 
tion to the effect that this is no war of 
vested interests. It is a crucible of agony 
and pain wherein our enemies abroad 
seek to destroy the good which it is our 


destiny to protect. 
—M.M. 





Motor Carriers Hear the Worst about Rubber 


EARLY eight hundred truck and 
transport owners and operators 
from five intermountain states, gathered 
in Salt Lake City on June 4th, heard the 
true story about rubber and transporta- 
tion shortages facing the United States 
and, as most of them had expected, the 
story was not pleasant. 

Meeting with officials representing 
both the government and private indus- 
try, the men responsible for the delivery 
of food and many other vital commodi- 
ties in this area learned that without the 
fullest codperation in the government’s 
vehicle and tire conservation program, 
the civilian population will be faced with 
the most serious problem yet to arise. 

First explaining to his audience the 
five sources from which the United 
States now can hope to obtain rubber, Dr. 
Charles F. Phillips, chief of the tire ra- 
tioning division, Office of Price Admin- 
istration, predicted that only one tire for 
every 14 needed for civilian uses will be 
supplied. 

Total amount of rubber available 
from stock piles of crude rubber, already 
fabricated tires, synthetic rubber, South 
American supplies, and other sources 
will not even approximate the needs of 
the armed forces, let alone satisfy civil- 
ian demands, Dr. Phillips said. 

No tires for civilian use will be made 
for the duration, he asserted, even 
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though this probably will mean that only 
8,000,000 vehicles of 29,000,000 now in 
operation will be kept running for the 
next three years. 

Synthetic rubber, main hope of the 
United States in its battle to keep mili- 
tary and civilian wheels rolling, already 
has created problems not generally real- 
ized by the average person, chief of 
which is the fact that synthetic rubber 
production requires steel machinery, in- 
dustrial alcohol, all products needed 
vitally in other phases of the war effort. 


T. D. Dinwoodie, western regional 
¢ director for the agricultural war 
board, vigorously expressed his views on 
transportation needs by declaring that 
“nobody’s apologizing to you or to any- 
one else about the hardships this situa- 
tion is bringing about. This is war, and 
there’s nothing soft in war time.” 

Mr. Dinwoodie also reiterated his be- 
lief that “food wiil win the war,” and 
told how farmers, “who were brought up 
in the spirit of conservation,” will have 
no difficulty in adjusting their work to 
meet the car and tire conservation pro- 
gram now demanded. 

Truck and transport operators in at- 
tendance received a second bitter pill to 
top off the one concerning rubber when 
John L. Rogers, member of the Inter- 
state Commerce Commission and direc- 
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tor of motor transport for the Office of 
Defense Transportation, said there was 
no longer any hope that trucks for civil- 
ian uses would be available until long 
after the war is over. 

He urged truck owners to drive their 
vehicles no more than is absolutely nec- 
essary, and to repair worn parts rather 
than draw on the limited supply of new 
ones. In the future, unless a program 
of carrying full truck loads, rerouting 
transport lines for greater efficiency, and 
other conservation measures are suc- 
cessful, less essential commodities no 
longer will be transported, he predicted. 


| gamer out that eighteen civilians 
are needed for every soldier in the 


front-line trenches, David C. Fenner, 
traffic adviser to the War Department, 
outlined a program soon to be instituted 
which will make for more effective use 
of mass transportation systems and 
which will assist workers in arranging 
a car “pooling” system. 

Dean Zook, representative of inde- 
pendent tire dealers, spoke of the duty 
of every man who services tires to see 
that they are kept in the best condition, 
“because that service is no longer for the 
customer alone, but for the country as 
well.” 

Last speaker on the program was Ted 
V. Rodgers, president of the American 
Trucking Association, who declared that 
now “we're all in the Army—the vital 
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civilian army.” He said that with proper 
care, tires can be made to endure for 
75,000 miles of driving. In demanding 
a recognition of the seriousness of the 
rubber problem, he reminded his listen- 


ers that the civilian army dare not fall 
down in its job, because its job means al- 
most as much as the job of the regular 
Army in bringing final victory to the 
United Nations. 





Power Industry Assures Nation of Service 


HERE will be no shortage of electric 

power for the production of war 
materials. There probably will be tem- 
porary local shortages requiring curtail- 
ment of nonessential commercial and 
industrial use of power. 

Such was the assurance given to a 
ration-conscious nation by Charles W. 
Kellogg, who, as president of the Edi- 
son Electric Institute, spoke for the elec- 
tric power industry of America. Mr. 
Kellogg’s remarks were contained in an 
address given before the annual meeting 
of the Edison Electric Institute in New 
York city on June 11th. 

Mr. Kellogg’s confidence that the na- 
tion’s power supply would be more than 
adequate to insure an uninterrupted flow 
of power to the war machine was based 
on an analysis of war industry’s de- 
mands during the past two years, prob- 
able greater requirements, and the ex- 
perience of the industry in meeting all 
demands over the past several years. 

He indicated, however, that some 
curtailment in civilian consumption 
might be required later on in certain 
areas because of the stoppage of fabrica- 
tion—by government order—of a num- 
ber of electric generators ordered for de- 
livery later this year and next year. 
Stoppage of such work was required to 
permit diversion of critical materials to 
other more pressing war needs. 

He predicted, however, that any cur- 
tailment of civilian services that might 
be required would be of relatively short 
duration, “and no war industry need be 
curtailed for lack of power.” 


M* Kellogg was greatly concerned 
over the possible impact on utili- 


ties of the Federal income tax levies pro- 
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posed by the Treasury Department. 
“They represent,” he said, “the greatest 
menace the utilities now face and if they 
are adopted many operating companies 
will experience a reduction of 30 per 
cent in net income for this calendar 
year.” As a matter of survival, he 
stated, the industry has asked for spe- 
cial consideration in the 1942 tax legisla- 
tion and has proposed three possible 
ways to make the tax burden propor- 
tionate to the ability to pay and to the 
inherent conditions of the utilities, 
These are: 


1. Provide for deduction of nor- 
mal and surtaxes in arriving at excess 
profits income (which, without deduc- 
tion, is not “excess profits”). 

2. Permit deduction of dividends, 
as well as interest paid, in computing 
taxable income (since dividends were 
just as essential a part of the utility’s 
cost as interest charges). 

3. Allow deduction, in computing 
taxable income, of amounts paid out 
of earnings in reduction of debt 
called for by specific commitment. 


The inherent stability of utility earn- 
ings, Mr. Kellogg said, is a hindrance 
rather than a help in the face of pres- 
ent mounting taxation. “The average 
war industry,” he said, “with only a 
fraction of the investment per dollar of 
annual gross earnings of the utilities, 
can experience an uprush in profits 
which can be heavily taxed without 
changing the company’s status mate- 
rially with respect to balance for divi- 
dends. The average utility, however, 
with relatively stable earnings and with 
five-eighths or more of its costs consist- 
ing of charges on fixed investment, finds 
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itself unable to pay dividends on the 
large part of that investment represent- 
ed by stock, by a tax on so-called ‘excess 
profits,’ which are not such because they 
are computed without deduction of the 
normal and surtaxes.” 


TRESSING the vast importance of elec- 

trical companies pooling reserves 
through interconnection of neighboring 
power systems and private industrial 
and commercial power-producing plants, 
Horace P. Liversidge, president of the 
Philadelphia Electric Company, urged 
that such a program be put into imme- 
diate effect to guard against emergencies 
and breakdowns and to alleviate power 
shortages at critical points. Any legal 
regulations that might prevent such in- 


“CORPORAL DUFFY CALLS HIS INVENTION THE JAPANESE HOTFOOT” 


terconnection or pooling arrangements, 


Mr. Liversidge said, should be waived 
for the duration. He stated: 


If there is hesitancy, on the part of certain 
utilities or industrial establishments, to enter 
into an interconnecting or pooling arrange- 
ment because of local or other regulations, 
I believe that government, through its 
proper agencies, should waive such regula- 
tions for the duration. 

We have long ago learned the inestimable 
value of foresight, and wise operators will 
see to it that the most rigid attention is 
now directed toward a policy of anticipating 
major repairs so as to forestall the possi- 
bility of shutdowns and loss of capacity due 
to failure at the period of greatest peak de- 
mands. Neighboring utilities should consult 
with each other, codrdinate and time their 
repairs and maintenance programs for 
major apparatus so that the reserves in the 
area will be least jeopardized. For many 
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companies summer is the best time for this 
work. 

Studies indicate that the loads we will 
carry next year will be of considerably 
higher load factor than in the past, mean- 
ing, of course, fewer hours of operation at 
less-than-maximum capacity. This will mean 
less time available next year for inspection 
and overhaul of equipment. Greater is the 
reason, therefore, to exert all our effort this 
year—and especially this summer—to put 
our plants in the best possible condition. 


OMMENTING on the need to save 
C critical materials and conserve 
power, Mr. Liversidge made the follow- 
ing statement: 


Many things that seem essential in ordi- 
nary times are really not essential in time 
of war. For example, must doors, stairways, 
or floors in power plant _ substations 
now under construction be made of iron or 
steel? Is it essential for new installations to 
specify mechanisms for opening windows 
that require iron and steel? Cannot a power 
plant generate electricity without copper 
flashings or copper gutters? Can we not use 
wood poles instead of steel towers on 
straight runs for new transmission lines? 
Is it too painful to change the specifications 
on new penstocks so as to reduce the amount 
or thickness of steel plate? And how about 
overhead instead of underground transmis- 
sion for the duration? . 

While I do not discount in the least the 
critical problem of plant expansion, never- 
theless, weighed in the balance of total war 
demands, it does become a matter of only 
relative importance. Each additional kilo- 
watt of plant expansion requires something 
over 400 pounds of such critical metals as 
steel and copper. Each pound of these ma- 
terials we use means one pound less for 
weapons for war and, therefore, it may 
prove to be the wiser thing in many cases to 
limit expansion to bare necessity even if it 
results in curtailment of nonessential use of 
power.... 

The codperation of consumers can be an 
important factor in conservation. Ordi- 
narily the customers have no time for power 
details. In many fabrication industries, the 
cost of electricity represents less than one 
per cent of the value of the finished prod- 
ucts, so your customer has little reason to 
give it a thought. He never asks how his 
load cycle may fit into your system load 
cycle. But your sales organization has a 
duty here and it can produce gratifying re~ 
sults in helping your system serve all your 
customers by urging the codperation of 
those whose use of power varies by a sub- 
stantial amount. 

While such assistance suggests itself in the 
case of large industrial customers, perhaps 
it should be extended to other customers, 


JULY 2, 1942 50 


too. It’s merely a matter of education. If, 
for example, the general use of some major 
appliance, such as an electric range coincides 
with your system peak, it may help consider. 
ably if, by advertising or other means, you 
take your domestic customers into your 
confidence and win them over to using power 
when it may be spared from war produc. 
tion. 

In reviewing some of these major factors 
affecting our business in these times I feel 
the necessity of commenting upon a few 
other matters of continuing importance to 
our well being—among them labor, price 
ceilings, and taxes. 


Urging farsighted maintenance pro- 
grams for major repairs, and immediate 
creation of fuel reserves by the electric 
companies, the speaker told the institute 
that these were patriotic as well as sound 
things to do. 


UBLIC utilities, now distributing a 

major part of their power output to 
war factories, must foster a vast expan- 
sion of the residential electric appliance 
market after the war if they are to main- 
tain their current power loads, B. W. 
Clark, vice president in charge of sales 
for the Westinghouse Electric & Manu- 
facturing Company, told the gathering of 
utility executives. After the war, Mr. 
Clark said, American homes will be better 
equipped, electrically, as a result of pre- 
war efforts of manufacturers to develop 
new materials and methods, the use of 
which would not interfere with the na- 
tion’s arms program. He said: 


Even with electric appliance manufacture 
now stopped until after the war, we are all 
busy with research, invention, and design. 
We are studying with utmost criticism the 
product of today, to make tomorrow’s better 
in point of efficiency, utility, and style. We 
are working to find new uses for electricity 
in the home. More money than ever before 
is being spent on forward-looking develop- 
ments. It is our fond hope that the post-war 
product will provide a new impetus to the 
uses of electricity in the home. 


Mr. Clark forecast a post-war market 
for “literally millions of existing appli- 
ances which will then be worn out or in- 
effective, by comparison with modern 
standards. A big market will be waiting, 
both for replacement and for those needs 
which cannot now be met.” 
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WHAT OTHERS THINK 


Our Expanding “Interstate Utilities” 


HE Federal Power Commission 

holds that the Connecticut Light & 
Power Company is engaged in inter- 
state commerce and is therefore subject 
to its jurisdiction. The commission re- 
cently reached a similar decision with 
respect to the Hartford Electric Light 
Company, from which that company has 
taken an appeal. The questions involved 
in the two cases are much the same, and 
should the courts sustain the commis- 
sion’s contentions, these utilities will be 
brought under this Federal agency in 
addition to being held to state account. 

The U. S. Circuit Court of Appeals 
(third) some weeks ago upheld the FPC 
in still a third case involving the Jersey 
Central Power & Light Company. In 
that case, the fact that some power gen- 
erated by Jersey Central found its way 
into interstate commerce through opera- 
tion of other utilities was held to subject 
the company to Federal regulation. This 
would seem to be tantamount to a hold- 
ing that a public utility, however intra- 
state its own physical operations might 
be, may nevertheless be engaged in inter- 
state commerce if some of its customers 
are so engaged. In the Jersey Central 
Case the current was sold by Jersey Cen- 
tral to other utilities, which thereupon 
sent some of it across state lines. 

In the Connecticut Light & Power 
Company Case, the FPC found that 
some of the power purchased by the 
company for use in Bristol, Connecticut, 
was generated in Massachusetts and 
flows through certain transformers and 


instruments which the company owns. 
The fact that the interstate connections 
have actually been severed was regard- 
ed as immaterial. If a company continues 
to own “transmission facilities” it may 
be subject to Federal jurisdiction. 


TS is evidence that this expand- 
ing concept of the interstate status 
of a public utility is not well received in 
quarters where the jurisdictional rights 
of state commissions are guarded. The 
Hartford (Connecticut) Courant, com- 
menting on the Connecticut Light & 
Power Company Case and the Hartford 
Electric Light Company Case, stated in 
a recent editorial : 

If the courts permit the commission 
[FPC] so to stretch its authority, nearly all 
light and power companies the country over 
would come under its domination and one 
more step will have been taken to deprive 
the states of the right to control their own 
domestic institutions according to their own 
judgment. It is not a sufficient answer to 
say that so much violence has already been 
done to state rights by sweeping interpre- 
tations of the interstate commerce clause 
that one more encroachment is of no con- 
sequence. Lincoln warned that the endur- 
ance of our political fabric depends on the 
maintenance inviolate of the rights of the 
states to exercise jurisdiction over their 
local affairs. 


The editorial questioned whether, un- 
der the present emergency, this is a good 
time for Federal commissions to be ex- 
tending their jurisdictions and burden- 
ing operating utilities with another layer 
of regulatory control. 





Notes on Recent Publications 


Print, Rapio, AND Firm in A Democracy. 
Edited with an introduction by Douglas 
Waples. The University of Chicago Press, 
Chicago, Ill. 1942. Price, $2. 

Ten papers on the administration of mass 
communications in the public interest, de- 
livered by men engaged in communications 
research, at the Sixth Annual Institute of 
the Graduate Library School of the Uni- 
versity of Chicago, August, 1941. They take 
up four main topics: government policy in 


mass communications; the effects of print, 
radio, and film on public opinion; the im- 
plications of communications for social 
science; and implications for institutions. 


Wit Ecectric Power BE A BotrLENECK? By 
Louis Marlio. A report on growing power 
needs with a program for expansion, con- 
servation, and utilization. Published by the 
Brookings Institution, Washington, D. C. 
Price 50 cents. 70 pp. 
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WPB Risking Power Shortages 


A House Military Affairs subcommittee was 

told recently that War Production Board 
officials are risking possible power shortages 
in some areas to meet constantly growing de- 
mands for copper for munitions. 

J. S. Knowlson, director of WPB’s indus- 
try operations division, testified that “the 
growing demand for power and the growing 
demand for copper have necessitated many 
compromises.” 

“In many places,” he said, “we are taking 
chances of power shortages for which our only 
excuse is that need for shells today justifies 
the risk of a shutdown tomorrow.” 

The committee, of which Representative 
Faddis, Democrat of Pennsylvania, is chair- 
man, is inquiring into whether the Rural Elec- 
trification Administration’s Ark-La Electric 
Cooperative “wasted” hundreds of thousands 
of pounds of copper in building a transmission 
line from Oklahoma to Arkansas. 

Knowlson said WPB’s power division rec- 
ommended priorities for this line, which will 
transmit power from Grand River dam, in 
Oklahoma, to an aluminum plant at Lake 
Catherine, Arkansas. 

W. S. Peterson, consulting engineer for 
WPPB’s power division, said he had approved 
the line not only because he considered it es- 
sential to supply part of the power needed for 
the next several months by the aluminum 
plant, but needed later for other war plants 
in the power shortage area of Arkansas, 
Louisiana, and Mississippi. When all engi- 
neering factors were weighed, he said, this 
line was considered more conservative of cop- 
per than an alternative proposal of a Southwest 
pool of private utilities for supplying all of 
the power to the aluminum plant. 


House Balks TVA Curb 


HE Senate, at the insistence of Senator 

McKellar, Democrat of Tennessee, on 
June 11th sent the Independent Offices Appro- 
priations bill back to conference in another 
effort to obtain approval of an amendment to 
limit Tennessee Valley Authority expenditures 
to funds previously voted by Congress. 

The House on June 10th rejected the amend- 
ment without a roll call vote when Represent- 
ative Dirksen, Republican of Illinois, one of 
the advocates, announced he would seek such 
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a restriction through separate legislation, 
rather than as an amendment to an appropria- 
tions bill. 

The bill, as it left the House, provided $136,- 
100,000 in appropriations for TVA’s dam 
building next fiscal year, reappropriated funds 
remaining to TVA’s credit at the end of the 
current fiscal year, and continued TVA’s au- 
thority to use its power receipts in current 
operations. 


SEC, FCC Chairmen Renamed 


Co Purcell of New York was con- 
firmed by the Senate on June 4th for an- 
other 5-year term as a member of the Securi- 
ties and Exchange Commission. On June 15th, 
James Lawrence Fly was renominated by 
President Roosevelt for another term as chair- 
man of the Federal Communications Com- 
mission. 


ODT Takes over Intercity 
Busses 


HE Office of Defense Transportation took 
war-time control last month over all the 
nation’s intercity bus operations, ordering pres- 
ent routes frozen, competitive service pooled, 
eo all express service discontinued, effective 
uly 1 

y Pom ‘that date, ODT directed, no intercity 
busses may be operated “for the primary pur- 
pose” of serving golf courses, athletic fields, 
race tracks, theaters, dancing pavilions, or 

“other places conducted primarily for ithe pur- 
pose of amusement or entertainment.” 

An ODT spokesman said this would affect 
bus service to beaches and other resorts pro- 
vided the busses were used primarily to take 
passengers to such places. 

In addition, except for one daily round trip, 
bus companies must discontinue schedules 
which fail to show an average load in both 
directions of more than 40 per cent of the 
seating capacity of the busses used. Operators 
are required to keep records of passenger miles 
and seat miles and report to ODT any round- 
trip schedule which fails to meet the seating 
capacity requirement. 

“Intercity bus service,” as defined by the 
order, excludes runs within 15 miles of city 
limits and schedules on which the average fare 
is 35 cents or less. The order’prohibits any 
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extension of bus routes after July 1st without 
special permission of ODT. Operators of com- 
peting lines must plan jointly for maximum 
use of equipment through pooling of services, 
staggered schedules, exchange of operating 
rights, or other means, ODT declared. 

Express service was ordered stopped, ODT 
said, to release vehicles needed in local service. 


Restrictions on Bulb 
Manufacturers 


)Y, ratiersne’ geno of electric light bulbs were 
required further to curtail their use of 
brass, copper, and nickel by using plated rather 
than solid materials under an amended limita- 
tion order issued by the War Production Board 
on June 8th. 

The new conservation measure, effective July 
Ist, would not require further curtailment of 
the volume of electric light bulbs produced. 
Instead, it would require substitution of brass- 
plated steel for bases, nickel- and copper- 
coated iron wire for lamp leads, and nickel- 
plated iron wire for filament supports. 

Under the amended order the manufactur- 
ers’ quarterly output of bases for incandescent 
and fluorescent lamps will be limited to 125 
per cent of the 1940 rate of production, and 
this quota may be exceeded in any one quarter 
if the quota for the following quarter is equal- 
ly reduced. Between date of the order and 
July 1st brass could be used in the manufac- 
ture of bases to the extent of 6% per cent of 
the amount used in 1940. 

The amended order completely eliminated 
production of Christmas tree, advertising, and 
display lights, effective June Ist; and pro- 
vided that on and after June 15th the manu- 
facture of blackout lamps must be restricted 
to filling orders rated higher than A-2, pri- 
marily for the armed forces. Substitution of 
materials will not be required on light bulbs 
produced for the Army, Navy, or Maritime 
Commission until September 6th. 


FPC Grants More Time 


HE Federal Power Commission last month 

extended until July 1st the time in which 
the Memphis Natural Gas Company may file 
its answer to a complaint by Arkansas that it 
sold natural gas on an inequitable basis to the 
Arkansas Power & Light Company. 

The complaint averred that the Memphis 
Company sold wholesale gas for resale by the 
Arkansas Company at 293 cents per thousand 
cubic feet during 1940, while gas transported 
a much greater distance was sold to the mu- 
nicipal distribution system at Memphis for less 
than 15 cents per thousand cubic feet. 

The Memphis Natural Gas Company, ac- 
cording to a commission exhibit, sold 20,141,- 
597,000 cubic feet of gas to the Memphis mu- 
nicipal system, Mississippi Power & Light 
Company, Louisiana Power & Light Company, 


West Tennessee Gas Company, and the Arkan- 
sas Power & Light Company in 1940. 


To Fight Bone Bill 


HE Oregon Reclamation Congress early 

in June joined the Washington State 
Planning Council in protesting the Bone power 
bill, on which Senate-House hearings were 
in progress. Directors of the congress, meet- 
ing in Portland, adopted a resolution against 
giving Federal officials control of the Co- 
lumbia basin power area. 

P. Hetherton, executive officer of the Wash- 
ington State Planning Council, announced that 
B. H. Kizer, Spokane, chairman of the coun- 
cil, would make a strong plea for “home rule” 
of the Grand Coulee and Bonneville power 
projects at the Washington hearings. 

The Oregon group approved the theory of 
a statutory authority for Columbia power, but 
declared the Bone bill would nullify state con- 
trol of non- -navigable water and centralize au- 
thority in persons “not immediately responsive 
to the area affected.” The directors suggested 
that the Bonneville Act be amended to accom- 
plish the purposes of the proposed Columbia 
Basin Authority. 

After a bitter internal fight, the Seattle city 
council, by a 7-to-1 vote, last month directed 
Councilman David Levine to testify at the 
national capital in behalf of the “principles and 
purposes” of the Bone power bill. The bill in 
question is Senate Bill 2430, entitled “a bill to 
amend the Bonneville Act to authorize the 
acquisition of utility systems and to coérdinate 
the operation of the government’s power fa- 
cilities on the Columbia river, and for other 
purposes.” 

The council resolution instructed Levine to 
tell the Senate committee that the city council 

“fs definitely in favor of public ownership and 
operation of electrical energy and power, and 
of principles and purposes of Senate Bill 2430.” 

There is still much local feeling in Seattle 
for “home rule” and a belief that enactment 
of the Bone bill would result in Federal dicta- 
tion to the Seattle municipal plant. However, 
James Scavotto, who made the principal talk 
for the resolution, told his colleagues that in- 
asmuch as they sit as directors of a publicly 
owned utility they can do nothing else but 
support the Bone bill. He said the bill would 
not permit the government to “take City 
Light,” but would allow the government to 
acquire properties of the Puget Sound Power 
& Light Company and other privately owned 
power utilities in the state and let the city of 
Seattle buy the Puget Sound properties from 
the government. 


Mileage Cut Studied 


PECIFIC operating mileage restrictions soon 
may be imposed on taxicabs, trucks, 
busses, and government-operated automobiles 
throughout the nation, it was reported recent- 
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ly. Details of the program were not disclosed, 
but it was understood that several methods of 
curtailing taxicab operations were under con- 
sideration. 

One would involve a flat order to make a 
certain reduction in mileage, another would 
limit the uses to which taxicabs could be put, 
a third would bar intercity taxi operations 
and limit the distance a cab could travel from 
its garage. Sight-seeing trips by cabs also will 
be prohibited, it was reported. 

In areas where gasoline is rationed restricted 
vehicles would be allowed only enough gaso- 
line to carry out the operations permitted un- 
der their mileage allowances. 


Coal in Key Power RO6le 


OAL is certain to be the principal source 
of power and of many synthetics, includ- 


ing gasoline and oil, in years to come, experts 
declared at the annual meeting of the Rocky 
Mountain Coal Mining Institute last month 
at Salt Lake City, Utah. 

V. F. Parry of Golden, Colorado, super- 
vising engineer for the sub-bituminous and 
lignite section of the U. S. Bureau of Mines, 
declared that, according to present estimates, 
the oil and gas reserves of the western states 
will be exhausted within thirteen years if the 
present rate of consumption is continued. 

“Coal as a source of energy will become in- 
creasingly more important, especially to dis- 
place oil for uses that can be met just as ef- 
ficiently by coal,” he asserted. 

Mr, Parry said 12 western states contain 
two-thirds of all estimated coal reserves in 
the United States and therefore will occupy a 
key place in industrial life of the country in 
future years. 


ee 
Alabama 


Electricity “Tangible Property” 


ignite was held last month by the state 
supreme court to be “tangible personal 
property” in a suit filed by the Alabama Power 
Company to recover use taxes paid under pro- 
test on generating equipment and transform- 
ers. 

The decision, by Justice Ed Livingston, up- 
held a Montgomery circuit decree holding that 
the power company was exempt from payment 
of the 2 per cent use tax on equipment bought 
between January 1, 1940, and March 1, 1940. 

The use tax, specifically levied against pur- 
chases made out of state, exempts “machines 
used in mining, quarrying, compounding, proc- 
essing, and manufacturing tangible personal 
property.” 


Transportation Operators Made 
Air-raid Wardens 


a Birmingham Electric Company train- 
men and operators became official air- 
raid wardens early last month—having volun- 
teered and been appointed by the Office of 
Civilian Defense. Charles E. Oakes, BECO 
president, who made the announcement, stated : 

“With more and more riders daily due to 
tire rationing, street car and bus operators will 
assume a great responsibility as wardens. Ad- 


vance training and instructions are being given 
so that the men will be prepared to do their 
duty in the civilian defense program.” 


Sabotage Precautions Urged 


G pergr en will be barred from the vicinity 
of hydroelectric dams in the Southeast 
if a recommendation by Major C. Powell No- 
land, in charge of plant protection for the Bir- 
mingham Ordnance District, is approved by 
the Fourth Corps Area Headquarters. Major 
Noland said he would recommend that regu- 
lations be promulgated barring persons with- 
in 1,000 feet of dams on the upstream side and 
500 feet away downstream. 

The announcement was made following in- 
spection breakage of a 50-ton casing in one 
of the turbines at the Alabama Power Con- 
pany’s Jordan dam on the Coosa river near 
Wetumpka. 

Company officials said the breakage, which 
removed that unit from power production, was 
“an ordinary apparatus failure from natural 
causes.” 

J. M. Barry, vice president and general man- 
ager of the power company, said the dam’s 
power output would not be seriously affected 
by the turbine’s breakdown since the dry sea- 
son is starting and the other three turbines at 
the dam can handle the normal Coosa flow at 
this season. 


Arizona 


Utility Manager Mayor 


B goweg Herrington, manager of three north- 
ern Arizona utilities and for many years 
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a resident of Flagstaff, was elected mayor last 
month at the first meeting of the new city 
council. He succeeded Joseph J. Waldhaus by 
virtue of having received two more votes than 
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Waldhaus in the May elections. The council 
members name the mayor from their group 
and by custom the councilman receiving the 
greatest number of votes is selected for the 
position. 

Only Herrington and Waldhaus of the old 
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council ran for reélection. Herrington received 
302 votes, Waldhaus 300. 

Herrington is manager of the Flagstaff Elec- 
tric Light Company, the Arizona Electric 
Power Company of Winslow, and the Hol- 
brook Light & Power Company, Holbrook. 


Arkansas 


May Revise Contract 


A CONFERENCE looking to a revision of con- 
tracts of the Defense Plant Corporation 
with public and private utilities for power to 
operate its giant aluminum plant at Lake 
Catherine was held in Washington last month. 

J. A. Krug, chief, WPB Power Branch, 
who sat in at the executive session, described 
itas a “purely routine” meeting of engineers 
for a Southwest pool of private operators, and 
for the Rural Electrification Administration’s 
Ark-La codperative, both of which have con- 
tracts with the Defense Plant Corporation. 
Officials of the Federal Power Commission 
also attended. 

Krug said the question of integrating Fed- 
eral and private lines was not gone into at 
the meeting. He said there would be further 
conferences. 

Original plans called for the public and 
private utilities to supply the plant a total of 
97,500 kilowatts of power pending completion 
of the special power plant under construction 
for the aluminum plant. Krug said since nego- 
tiation of the contracts it had become apparent 
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that only 80,000 kilowatts would be needed for 
the interim period, releasing the surplus for 
other operations, but necessitating revision of 
the contracts. 


Codperative Bus Schedules 
Proposed 


x conferring with representatives of the 
rival Missouri Pacific Transportation 
Company and Arkansas Motor Coaches, the 
Arkansas Corporation Commission recently in- 
structed Tom E. Wood, chief rate clerk, to 
prepare codperative schedules for their Mem- 
phis-Texarkana busses. 

Missouri Pacific and AMC starting times 
needed to be staggered, Mr. Wood said. The 
new schedules would provide one bus each 
hour and a half, and would eliminate the pres- 
ent almost parallel schedules maintained by 
the two companies. The codperative schedule, 
proposed in order to conserve rubber, would 
apply to trips between Little Rock and Mem- 
phis, Little Rock and Hot Springs, and Little 
Rock and Texarkana. 


California 


Use of Funds Restricted 


uNps collected by special assessment for 

maintaining street lighting in Los Angeles 
cannot be used to defray the cost of dimming 
or extinguishing the lights in compliance with 
military orders, City Attorney Ray L. Chese- 
bro recently informed the board of public 
works, 


Railway Seeks Relief 


WwW" priorities having stopped completion 
of the Los Angeles Railway’s program 
for the substitution of busses on the “A” and 
“10” rail lines, the company was recently re- 
ported seeking relief from the payment of 
$145,000 to the city in liquidation of franchise 
obligations. 

The request, referred by the council to the 
board of public utilities and transportation, 
resulted in favorable recommendations by the 
latter for an option basis until the company 
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is able to obtain the new busses needed for 
rail substitution. 

At present the company is paying $7,200 a 
month for a period of twenty months to the 
city to cover the cost of paving over rail 
routes already abandoned or to be abandoned, 
but is unable to abandon the “A” and “10” rail 
lines until the coaches may be obtained. Un- 
der the option system, which would require 
modification of the terms of the contract for 
repaving, payments would be effective only 
when actual abandonment takes place. 


Power Facilities Pooled 


ooLING of southern California electric 

power resources for war production and 
for the protection of normal consumer sup- 
ply was revealed early last month with the 
appointment of Fred B. Lewis, vice president 
of the Southern California Edison Company, 
to head newly organized Southern California 
Electric Power Interchange Committee. 
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Organization of the committee and the se- 
lection of Lewis as its chairman were an- 
nounced in a joint statement by representatives 
of southland power agencies and Federal and 
state officials. 

Other members of the committee and the 
agency they represent are Roy Martindale, 
Los Angeles Bureau of Power and Light; N 
B. Hinson, Southern California Edison Com- 
pany; J. H. McCambridge, Burbank Public 
Service; B. F. DeLanty, Pasadena Water and 
Power Department; P. Diederich, Glendale 
Public Service; E. H. Halpenny, California 
Electric Power Company; E. D. Sherwin, San 
Diego Gas & Electric Company; M. J. Dodd, 
Imperial Irrigation District; E. A. Moritz, 
Bureau of Reclamation; E. F. McNaughton, 
California Railroad Commission; and M. W. 
Edwards, California Railroad Commission, 
committee secretary. 

Mr. Lewis has been “loaned” to the Electric 
Power Interchange Committee for the dura- 
tion, according to Harry J. Bauer, president 
of the Edison Company. 


Railway Valuation Submitted 


I iemep eee Manager Cahill recently released 
an estimate setting the value of the San 
Francisco Market Street Railway properties 
at $9,957,000. This estimate, compiled by the 
engineering bureau of the public utilities com- 
mission, is $7,280,202 less than the value of 
the property as appraised by Samuel Kahn, 
president of the Market Street company. 


Mr. Kahn’s total valuation was $17,237,202, 

The Cahill valuation was submitted to the 
public utilities commission for study in con- 
nection with the proposed lease-purchase of 
the system and its consolidation with the mu- 
nicipal railway. A copy of the report was also 
sent to the Municipal Conference, an organ- 
ization of downtown tax-paying groups. 

Under the lease-purchase of the railway, the 
city would acquire the system after a term of 
seven years. Capital cost, tentatively agreed 
upon by the company and city officials, would 
be $8,350,000. Interest, insurance, and office 
expenses during the period of the lease would 
bring the over-all cost to $11,535,000. 


Warned on Gas Supplies 


ALIFORNIA industries, including war plants, 

were warned by the state railroad com- 
mission last month that unless they provide 
stand-by services to supplement natural gas 
facilities they might be switched suddenly to 
straight industrial rates when cold weather 
comes, instead of the low surplus rates many 
are now enjoying. 

Many of the large plants use the so-called 
“summer surplus” gas which is furnished at 
very low rate under an arrangement which 
permits the company to shut off the supply 
at any time the gas is required for regular 
domestic and commercial users. 

The commission stated that especially in 
southern California the approach of cold 
weather might mean a vanished surplus. 


Indiana 


Transit Plan Outlined 


N 8-point war-time transportation program 
for Indianapolis, effective July 7th, was 
announced last month by Edward Zink, local 
liaison representative of the Office of Defense 
Transportation and chairman of the Indianap- 
olis Chamber of Commerce emergency trans- 
portation committee. The program will affect 
all citizens and is a unified effort to solve the 
city’s transportation problems, now approach- 
ing what may be an acute stage. 


Sponsored by the chamber of commerce, in 
codperation with the Merchants Association 
and Indianapolis Railways, Inc., officially ap- 
proved by Joseph B. Eastman, national ODT 
director, and endorsed by Mayor Reginald H. 
Sullivan and Governor Henry F. Schricker, 
the program calls for the codperation of busi- 
ness and industry, the city schools, industrial 
and retail employees, housewives, and shop- 
pers, and the public generally in effecting 
changes to relieve peak-hour congestion on 
vehicles of the city’s public transit system. 


Kansas 


City OK’s New Pipe Line 


 geound step in a plan for supplying more nat- 
ural gas in Topeka, to meet the increased 
demand by war plants and to insure an ade- 
quate supply for consumer consumption, was 
taken by the city commission last month. The 
commission approved a resolution offered in 
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behalf of the Cities Service Gas Company to 
construct a gas pipe line from the Hugoton, 
Kansas, field to connect with its general pipe- 
line system from the Texas fields. 

Cost of the pipe line is estimated at $13,- 
000,000. The Cities Service Company estimated 
the line would add 165,000,000 cubic feet of 
gas daily to meet the market -demands, with- 
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out which a shortage in the Topeka territory 
is imminent. Much of this additional supply 
would go to war plants in the community, it 
was pointed out. 


OF EVENTS 


Cities Service asked the city commission to 
endorse its application so a project rating for 
material necessary to construct the pipe line 
might be obtained from the WPB. 


¥ 


Kentucky 


K-T Property Taken Over 


~ multi-million dollar Kentucky-Ten- 
nessee Power & Light Company died last 
month, climaxing years of legal controversy 
involving its parent company and, more re- 
cently, several weeks of conferences and legal 
skirmishes involving K-T itself. Bulk of the 
properties were bought by the Tennessee Valley 
Authority, 5 Kentucky cities, and 4 rural elec- 
tric coOperatives serving approximately 30 
Kentucky and 7 Tennessee counties. Remaining 
properties of K-T were transferred for 
liquidation to the newly formed Tri-City Utili- 
ties Company, owned by Associated Gas & 


¥ 


New 


Transit War Needs Rise 


AVING already voted to spend $53,000 to 
H control signals and lighting on the sub- 
way and elevated lines of the city’s unified 
transit system during blackouts and dimouts, 
the New York board of transportation had 
under consideration recently the expenditure 
of an additional $120,000 for the protection of 


structures, enclosures, equipment, and per- 
sonnel under such circumstances. 

The $53,000 already earmarked will be 
charged to ordinary maintenance and will 
come from the fares paid by the riding pub- 
lic, as will the $120,000 that the city board of 
transportation was expected to appropriate. 
The $53,000 will be spent to install an air-raid 
alarm system on the B-MT rapid transit lines 
and to provide for blacking out or dimming, 
as required, all lights in subway and elevated 
cars and stations. No part of the $53,000 ap- 
propriation will be used for the control of 
lights in the street cars and busses. 


Electric Company, of which K-T also was a 
subsidiary. 

Approximately 100 persons were present at 
the meeting of officers of the municipalities 
and rural electrification codperatives involved. 
They signed contracts, presented checks, and 
received deeds to the greater portion of $3,- 
500,000 worth of K-T’s southwestern Kentucky 
properties. 

TVA retained title to production property 
valued at $942,500, conveying the remainder 
to the five municipalities—Bowling Green, 
Hopkinsville, Murray, Russellville, and May- 
field—and the Pennyrile, Warren, West Ken- 
tucky, and Tri-County electric codperatives. 


York 
Hot Water Limited 


HE 50 per cent restriction on the consump- 

tion of fuel oil is being met by many New 
York apartment houses by limiting the supply 
of hot water to certain hours in the morning 
and evening, it was revealed recently. 

A War Production Board spokesman said 
the same trend probably would be followed by 
other apartment house landlords in the 17 
Atlantic seaboard states affected by the WPB 
order of May 15th. 

The Brooklyn Real Estate Board, announc- 
ing landlords in that New York city borough 
were limiting use of hot. water, said tenants 
were cooperating and it “is to be hoped that 
the present condition is temporary and that 
ways will be found to bring in larger supplies 
of fuel oil in the near future.” 

Concerning fuel oil for heating next winter, 
the WPB spokesman said that many home 
pe ia were converting their oil furnaces to 
coal, 


> 


Ohio 


Traction Payment Ready 


Np pesos ge of the Cleveland Railway 
Company will receive an immediate pay- 
ment of $44.50 a share on the $45 a share they 
are to receive as a result of the purchase of 
the traction property by the city of Cleveland, 


57 


it was announced recently. The remaining 50 
cents a share is being withheld pending final 
agreement between the company and city offi- 
cials on an amount to be allowed the com- 
pany for liquidating expenses. 

Stockholders were to be notified to send 
their certificates to the company or a desig- 
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nated bank starting June 11th, it was reported. 


To Fight Gas Rate Cut 


NNOUNCEMENT was made last month by W. 
A B. Cockley, chief counsel of Hope Nat- 
ural Gas Company of West Virginia, that steps 
would be taken for challenging in Federal 
courts the validity of a recent order by the 
Federal Power Commission that the Hope 
Company must reduce by $2,815,790 a year 
the amount it charges the East Ohio Gas Com- 
pany of Cleveland for more than three-quar- 
ters of East Ohio’s supply. 

Cockley stated that he would apply to the 
FPC for a rehearing—a necessary forerunner 
to filing an appeal from the commission order 


with a U. S. Circuit Court of Appeals. This 
action was expected to stay execution of the 
Power Commission ruling that Hope’s charges 
to East Ohio must be cut by July Ist. 


City Utility Camouflage Asked 


| ay the protection of Cleveland against 
bombing raids, the city administration 
early last month was asked by Councilman 
William J. Rogers to camouflage utilities prop- 
erty and to attempt to obtain antiaircraft guns, 
In a resolution which was referred to com- 
mittee and in a brief speech, Rogers said that, 
while Washington recognized that Cleveland 
was doing an outstanding war job, additional 
precautionary measures were necessary. 


Oklahoma 


Rural Power Rate Cut 


REDUCTION in rates for rural customers of 
the Public Service Company and the 
Southwestern Light & Power Company was 
announced early last month by Reford Bond, 
chairman of the state corporation commission. 
He said the new rates would bring an an- 
nual saving of $14,000 to the 2,000 rural cus- 
tomers of the two companies. 

New rates would apply on bills for June 
service. The minimum rate for the first kilo- 
watt hours was set at $2.50 for both compa- 
nies. Southwestern formerly charged $3 as a 
minimum while the Public Service Company 
charged $2.60. 


Army Camp Schedules OK’d 


N EW electric service schedules for Army 
cantonments and Fort Smith housing 
projects, submitted by the Oklahoma Gas & 
Electric Company, were approved by the state 
utilities commission recently. 

Rates were not changed, said J. E. Flanders, 
chief engineer of the utilities department. The 
revisions, in effect, separated Army camp and 
housing project schedules, 

The commission also approved a “rider” 
which liberalizes availability requirements so 
that the OG&E’s commercial lighting sched- 
ule shall be applicable to certain customers 
having large motor loads. 


Pennsylvania 


OK’s Gas Loan 


HE Philadelphia city council’s committee 
on lighting and gas recently approved an 
ordinance authorizing the Philadelphia Gas 
Works Company to borrow $454,000 in addi- 
tional working capital for extension of service 
to war plants and housing projects. 
Councilman George Maxman, chairman of 
the Philadelphia Gas Commission, said the 
company had promised to borrow the money 
wherever it could obtain the lowest interest 
rate. The loan will be repaid out of receipts 
from consumers, but Maxman said no increase 
in rates was likely. 


New Chartered Bus Order 


HE state public utility commission on June 

5th canceled an order issued last May 
which suspended, with some exceptions, char- 
tered bus service, and issued a new order. 
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The new order liberalizes a provision which 
permitted transportation of underprivileged 
children by permitting transportation of chil- 
dren under eighteen years of age and their at- 
tendants between their homes and summer 
camps. Applications for this service are sub- 
ject to approval by a regional office of the de- 
fense, health, and welfare service. Another 
exception permits chartered service for per- 
sons going between their homes and their 
places of regular worship. 

Also excepted is evacuation of civilians pur- 
suant to orders of military or governmental 
authorities. 


Intercity Taxi Rides Banned 


SAM persons who cannot get the train or 
plane reservation they want have been using 
taxicabs to get to distant cities, the state public 
utility commission reported recently. 

The state commission clamped down on that 
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practice by prohibiting cabs to travel more 
than 10 miles beyond the limits of the city in 
which they operate. It also forbade fares to 
hire a cab and then keep it waiting more than 
twenty minutes. 

The order was issued, the commission said, 
“in view of the present limitations upon the 
use of gasoline and tires by the general pub- 


lic.” It was scheduled to go into effect June 
20th for the duration of the war, unless ex- 
ceptions were filed. 

The Yellow Cab Company, largest Philadel- 
phia operator, said there had been little use 
of its cabs for intercity travel and the order, 
as reported, probably would have little effect 
on its operations. 


South Carolina 


Rehearing Denied 


> state supreme court denied a petition 
by the South Carolina Public Service Au- 
thority (Santee-Cooper) for a rehearing on a 
permanent injunction forbidding the author- 
ity’s purchase of $40,000,000 worth of private 
utilities in and near Columbia. 

The court, assuming original jurisdiction, 
decided some time ago the authority was with- 
out power to acquire the South Carolina Elec- 


tric & Gas Company and the Lexington Water 
Power Company, both subsidiaries of the As- 
sociated Gas & Electric Company of New 
York. 

Resignation of W. P. Conyers, Sr., as treas- 
urer of the South Carolina Public Service 
Authority in order that he may return to pri- 
vate business in Spartanburg, and of C. L. 
Clark as comptroller of the authority was an- 
nounced on June 11th by R. M. Cooper, gen- 
eral manager of the authority, in Charleston. 


Tennessee 


TVA to Pay Tax Replacements 


HE state and several Tennessee counties 

will receive a total of $1,293,884 for the 
fiscal year ending June 30th in lieu of taxes 
on TVA pqwer operations, it was announced 
recently by Gordon R. Clapp, TVA general 
manager. 

Of this figure, $509,993 will go to the state 
—representing an increase of $263,445 from 
the total of the preceding fiscal year ; and $783,- 
891 will go to various counties, representing 
an increase of $27,821. 


The Tennessee payments will be part of a 
total of $1,859,416 paid to 6 states and 113 
counties. Besides TVA payments, municipal 
and cooperative distributors of TVA power 
will pay an estimated $1,800,000 in taxes and 
payments in lieu of taxes for the year to the 
various states and counties of the Tennessee 
valley area. 

Payments are allocated among states on the 
dual basis of the TVA’s power revenues and 
book value of power property, subject to a 
minimum amount as set by the Congress of 
the United States. 


Washington 


Hotels Shut Off Heat 


pens hotel dwellers recently felt the first 
pinch of governmental regulations curtail- 
ing use of fuel oils when a number of hotels 
were compelled to shut off their oil burners 
and set brief periods during which hot water 
would be provided. 

A number of hotels, connected with steam 
pipes of the steam-heat department of the 
Puget Sound Power & Light Company, were 
not affected by the order, as the company uses 
coal to generate its steam. 

Those unable to connect with the central 
heating system, however, announced that the 
War Production Board’s order precluded the 
furnishing of heat at any time the remainder 


of June, and allowed hot water only during 
certain hours. 


Bonds Draw No Bids 


N° bids were received on June 2nd at the 
time set on the bond issue of $5,875,000 
offered by the Whatcom County Public Utility 
District, which several months ago won a con- 
demnation suit against the Puget Sound Power 
& Light Company. The commissioners indi- 
cated an effort may be made to dispose of the 
bonds through a private sale. 

In a statement the commissioners said they 
believed the $5,000,000 jury award to the power 
company, together with accumulated interest, 
was more than was justified. 
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The Latest 
Utility Rulings 


Depreciation Reserve Requirement Deducted 


Instead of Actual Reserve 


DECISION of the Federal Power 
Commission on wholesale natural 
gas rates has brought out a difference 
of opinion as to the deduction for ac- 
crued depreciation. The majority of the 
commission held that the best procedure 
is to deduct the reserve requirement in 
computing the rate base rather than the 
actual reserve accumulated by a com- 
pany before its business was brought un- 
der regulation if incorrect depreciation 
and depletion practices have prevailed. 
The commission referred to the fact 
that in Re Interstate Power Co. (1939) 
32 PUR(NS) 1, the higher reserve re- 
quirement had been deducted although 


the company had been negligent in ac- 
counting for depreciation and had a de- 


ficient reserve. The “reserve require- 
ment” was considered equivalent to ac- 
tual existing depreciation and depletion. 

Commissioner Manly, in a concurring 
opinion, said that in this case the re- 
serves carried were in excess of what 
the commission had determined to be a 
proper reserve requirement, but the 
principle was exactly the same as if the 
company had accumulated an inadequate 
reserve. The commission could not, he 
said, without discrimination, apply one 
principle in cases where the reserves are 
deficient and another where they are ex- 
cessive. To do so, he continued, would 
undermine the very foundation of util- 
ity regulation. 

He said that while it is true that the 
amounts set up on the books as depre- 
ciation reserves were derived from rev- 
enues collected from customers, they did 
not, as under regulation, play a determin- 
ing part in fixing the level of rates and 
the consequent amount of the revenues. 
He continued : 
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Without regulation, the good old rule of 
“What the traffic will bear” is controlling 
and depreciation policies are an after- 
thought, determined by the management 
and board of directors. It follows there- 
fore that, during the preregulatory period, 
the customers would not have contributed 
any more or less to the company’s revenues, 
regardless of what depreciation program 
was pursued. 


A policy of penalizing a company 
which has prudently set aside for depre- 
ciation an amount greater than this re- 
quirement, he said, would place a pre- 
mium on improvident and wasteful man- 
agement. 

Commissioner Scott, in a dissenting 
opinion, took a contrary view. He be- 
lieved that the commission should have 
established rates on “true prudent in- 
vestment in property” and that the en- 
tire accumulated depreciation reserve 
should be deducted. He found no “justi- 
fication whatever for permitting Hope to 
continue to make profits upon capital 
which it has required the public to con- 
tribute to its business.” 

The commission reaffirmed earlier 
rulings that it would be improper and 
inequitable to capitalize items formerly 
charged to operating expenses. 

A submitted estimate of reproduction 
cost was said to be too conjectural and 
illusory to be given any weight. A trend- 
ed “original cost’? was said to lack re- 
liability. The commission therefore 
turned to evidence of actual cost as a 
basis for rates. 

The company contended for an 8 per 
cent allowance for return, but the com- 
mission fixed the return at 6$ per cent. 
City of Cleveland et al. v. Hope Natural 
Gas Co. (Docket Nos. G-100, G-101, G- 
127, G-113, Opinion No. 76). 
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THE LATEST UTILITY RULINGS 


New Jersey Court Refuses to Interfere with 
Rate Order 


| gt fepeinir= the Atlantic City Sewer- 
age Company nor the city of At- 
lantic City succeeded in securing a mod- 
ification by the New Jersey Supreme 
Court of a rate order of the board of 
public utility commissioners. Ascertain- 
ment of the rate base, said the court, in- 
volves sound business judgment, and the 
conclusions of the board have great 
weight in the determination of questions 
that call for specialized knowledge and 
experience. 

Fair value, the basis for rates, is not 
necessarily confined to the hypothetical 
depreciated reproduction cost grounded 
on prices obtaining at the time of the in- 
ventory, the court held. Depreciated re- 
production cost is but a factor to be con- 
sidered. It is a guide, but not a measure. 

The board had rested its findings as 
to the amount of depreciation largely 
upon evidence adduced by its own engi- 
neer, founded upon an inspection and 
comprehensive study of the property. 
This, said the court, is preferable to 
“mere calculations based on averages and 
assumed probabilities.” 

It is not requisite, said the court, that 
going concern value be separately stated 
and appraised when property is valued 
as a going concern and this factor is thus 
allowed in the appraisal. 

No error was found in the board’s re- 
jection of certain operating expenses, 
where practical economies were thereby 
effected without impairment of service. 
Concerning allowances for expenses the 
court also said: 

They are grounded in past experience, 
and are not fairly susceptible of the criti- 


cism that they “utterly ignore the trend of 
operating costs for the future.” True, the 


future is uncertain, but mere uncertainty 
does not justify a rate based upon the as- 
sumption that there will be “a period of 
rising prices as to both labor and material 
as well as a rising trend in taxes.” If the 
prophecy were not fulfilled, a rate calcu- 
lated on that hypothesis would be unfair to 
the public. As stated, the continuing super- 
visory power of the board may be invoked 
to deal with extraordinary and unforesee- 
able conditions. The board is not under a 
duty to indulge in speculation as to such 
matters. It is required only to make an hon- 
est and intelligent forecast of probable fu- 
ture values, considering all the circum- 
stances relevant to the particular inquiry. 


A complaint by the city that the board 
erred in considering income taxes as an 
operating expense was said to be unten- 
able. The court declared that in deter- 
mining a rate of return that will answer 
the test of reasonableness, the Federal 
income tax is deductible. 

A challenge to the inclusion in operat- 
ing expenses of an amount to cover the 
cost of the proceedings, amortized over 
a period of approximately ten years, was 
also overruled. The city contended that 
since the company sought an increase in 
rates averaging more than 26 per cent 
and was granted but 6 per cent, this al- 
lowance should not have been made. The 
court said that in the fixation of a rate 
to yield a fair return upon the value of 
the property it was needful that the ex- 
pense thus incurred be considered. In 
view of the wide experience of the board 
in such matters, the court was not dis- 
posed to disturb its findings in this re- 
spect, although the city urged that there 
was no proof of the reasonableness of 
the allowance. Atlantic City Sewerage 
Co. v. Board of Public Utility Commis- 
sioners, 26 A(2d) 71. 


e 


FPC Has Power to Subpoena Gas 
Company’s Records 


A order of a Federal District Court 
requiring the Peoples Natural Gas 


Company to allow the Federal Power 
Commission access to books and records 
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has been sustained by the United States 
Court of Appeals for the District of Co- 
lumbia. The company had refused to 
respond to subpoenas issued by the com- 
mission. These records, the commis- 
sion stated, contained information re- 
garding cost of property, expenses, and 
revenues, all essential to enable the com- 
mission to determine whether rates are 
proper. 

The court held that the act applies, 
among other things, to the sale in inter- 
state commerce of natural gas for resale 
for ultimate public consumption for do- 
mestic, commercial, industrial, or any 
other use. That language, said the court, 
covered the sales described in these pro- 
ceedings. 

Denials by the company that it was a 
natural gas company within the meaning 
of the Natural Gas Act and statements 
that it did not transport natural gas in 
interstate commerce or sell natural gas 
in interstate commerce for resale for 
such ultimate public consumption, the 
court held, were in the nature of legal 
conclusions, since they turned or might 
turn on the meaning of the legal terms 
“natural gas company” and “interstate 
commerce.” The court continued: 


During oral argument in the district 
court counsel conceded that the company 
often sells gas to the New York company, 
and impliedly conceded that this gas is sold 
for transportation to New York and resale. 
On this appeal counsel again concede that 


the company sells to the New York com- 

pany gas which it transports to New York. 

Appellants nowhere suggest that these sales 

are not “for resale for ultimate public con- 
sumption.” 

Various objections to the sufficiency of 
pleadings were disposed of by the court, 
which held in substance that jurisdiction, 
like other legal conclusions, need not be 
expressly pleaded ; that the taking of evi- 
dence concerning admitted facts was un- 
necessary ; and that an exhibit submitted 
by the commission was a part of the mo- 
tion for the order, statements made in 
the exhibit being regarded as made in the 
motion. 

As to a contention that the company’s 
sales to a New York company for trans- 
portation to New York and resale are 
not sales in interstate commerce of nat- 
ural gas for resale within the meaning of 
the Natural Gas Act, the court held that 
sales of gas which has just moved inter- 
state and sales of gas which is about to 
move interstate have like practical ef- 
fect. Although admitting that “in inter- 
state commerce” is a narrower term than 
“in or affecting interstate commerce,” 
and that sales which merely “affect” in- 
terstate commerce are outside the act, 
this, said the court, throws no light on 
the question whether the company’s sales 
to the New York company are “in” in- 
terstate commerce. Peoples Natural Gas 
Co. et al. v. Federal Power Commission, 
127 F(2d) 153. 


e 


Financial and Accounting Reorganization Needed for 
Bond Maturity Extension 


A’ a general thing, the Pennsylvania 
commission favors original cost less 
a reasonably adequate deduction for ac- 
crued depreciation as a base for the is- 
suance of securities. In no case, how- 
ever, should securities be issued in an 
amount greater than the reasonably pros- 
pective earnings warrant. Inability to 
meet these requirements without a finan- 
cial and accounting reorganization has 
resulted in an order extending the matur- 
ity date of bonds for only a short period 
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rather than a 20-year period requested. 
This will give the company an opportun- 
ity to present a plan to meet the commis- 
sion requirements. 

The applicant, Northern Cambria 
Water Company, is controlled by South- 
eastern Gas & Water Company, a hold- 
ing company. Authority was sought to 
extend for ten years the maturity date 
of $89,000 principal amount of bonds 
which matured on August 1, 1941. The 
company, on amendment of its applica- 
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om- Mtion, proposed that the interest rate on 
<i the extended bonds be reduced from 6 
on. @ per cent to 5 per cent; that a provision 





for a sinking fund of one per cent per 
annum, which was originally eliminated 







R from the extension agreement, would be 
on g tcinstated; that the trustee would be 
be changed ; and that $15,106.37 of a total 





of $50,106.37 of notes and open account 
indebtedness due Southeastern Gas & 
Water Company would be forgiven by 
that company and that the balance of 
$35,000 would be converted into a 4 per 
cent noncumulative income note. 

The company, if its proposal were ap- 
proved, would have $89,000 principal 
amount of bonds, $35,000 of 4 per cent 
income notes, $16,100 par value of pre- 
ferred stock, and $40,000 par value of 
common stock outstanding, or a total of 
$180,100 of securities. In comparison the 
book value of the fixed capital was said 
to be $206,235.87 after deduction of de- 
preciation reserve and certain adjust- 
ments. 

Even though the company would be 
undercapitalized, according to its books, 
the commission said it was doubtful 
whether all the property included in the 
original cost figures was used and useful 
and whether the adjusted depreciation 
was adequate. The history of earnings 
showed a ratio of earnings to bond in- 























HE Federal District Court for the 

western district of Missouri, west- 
ern division, granted an injunction 
to restrain the Federal Communications 
Commission from exercising its claimed 
jurisdiction to regulate interstate inter- 
zone message rates in the Kansas City 
district exchange area of the South- 
western Bell Telephone Company. 

The commission, in 39 PUR(NS) 
177, had held that service furnished un- 
der a schedule of interzone message 
rates applicable to calls between subur- 
ban zones in adjoining states over the 
lines of a company operating an ex- 
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terest and sinking-fund requirements 
ranging from a high of 1.42 in 1937 toa 
low of 1.16 in 1940 and a coverage of 
1.35 in 1941. The commission observed 
that unless there were a decided improve- 
ment in earnings the company would not 
be in any better position to meet its ob- 
ligations on the balance of bonds. The 
commission concluded : 


We suggest for the consideration of the 
company: (1) That either the principal 
amount of bonds be reduced or the rate of 
bond interest be reduced below 5 per cent, 
so that bond interest will not be so heavy a 
drain on earnings; (2) that there be pro- 
vided a sinking fund equal to 14 per cent 
per annum of the greatest principal amount 
of bonds outstanding at any one time, of 
which 1 per cent shall be fixed and absolute, 
and one-half of one per cent contingent on 
being earned, both the fixed and the con- 
tingent sinking-fund contributions to be 
payable before any payments, as to either 
principal or interest, are made on any obli- 
gations, other than evidenced by the said 
bonds, now due or which may hereafter be- 
come due to Southeastern Gas & Water 
Company, its successors, or assigns; (3) 
that the preferred stock be converted into 
common stock; (4) that consideration be 
given to the feasibility or desirability of 
converting into common stock the presently 
outstanding note and open-account in- 
debtedness to Southeastern Gas & Water 
Company. 


Re Northern Cambria Water Co. (Se- 
curities Certificate No. 292). 


e 
Court Upsets FCC Ruling on Jurisdiction 


Over Interzone Message Service 


change in contiguous cities in such states 
and including such suburban zones in an 
extended exchange area was not exempt 
from jurisdiction as “telephone ex- 
change service” exempted by § 221(b) 
of the Communications Act. 

The court concluded that it was the 
obvious purpose of Congress to exclude 
the jurisdiction of the commission in sit- 
uations precisely like the one involved. 
Reference was made to congressional 
proceedings upon the enactment of the 
law for support of this conclusion. The 
court said that if the meaning contended 
for by the commission should be 
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ascribed to the language of the act, then 
the congressional exemption would be 
defeated. The legislation would have 
been in vain, and the effort to recognize 
local supervisory authority would have 
been a mere gesture and a sham and de- 
ception. The court said in part: 

There was an undoubted purpose in this 
definition [telephone toll service]. It under- 
took to protect a single exchange area from 
the identical contention now being urged. 
It was defined to mean “service between 
stations in different exchange areas.” That 


would exclude message charges within a 
single exchange area. Moreover, the remain- 
ing portion of the definition contemplated 
message charges within an exchange area. 
A toll charge is not only between different 
exchange areas but it is a service “for 
which there is made a separate charge not 
included in contracts with subscribers for 
exchange service.” In this case each sub- 
scriber understands by his contract with the 
plaintiff exactly what his message charges 
will be from zone to zone. 


Southwestern Bell Telephone Co. v. 
United States et al. 


7 


Right of Corporate Stockholder to Present 
Simplification Plan 


ONGRESS has designated the Securi- 
ties and Exchange Commission as 
the exclusive agency for the initiating of 
integration or simplification proceedings, 
aside from the voluntary procedure 
specifically provided by § 11(e) of the 
Holding Company Act for the filing of 
plans by companies subject to the act, ac- 
cording to a ruling of that commission on 
a petition by a stockholder. 

The commission held further that a 
stockholder may exercise the constitu- 
tional right to petition government for 
redress of grievances. The commission, 
however, will treat such a petition as a 


request for appropriate action as the 
commission may deem necessary under 
the circumstances. 

The commission said that any other 
construction of § 11 than the interpreta- 
tion giving the commission exclusive 
rights would result in confusion and 
would impede the orderly administra- 
tion of the act. The commission pointed 
out that once § 11(b) proceedings are in- 
stituted, a stockholder may be permitted 
to intervene or be heard, as provided by 
Rule XVII of the commission’s Rules of 
Practice. Re Republic Service Corp. et 
al. (File No. 4-44, Release No. 3513). 


e 


Other Important Rulings 


P geoniee pe subdivision of a state, con- 
cerned with electric power and re- 
lated matters, and authorized to operate 
in the same general territory as that with- 
in which a utility operates, is, according 
to a ruling of the Securities and Ex- 
change Commission, an “interested” po- 
litical subdivision within the meaning of 
§ 19and Rule XVII and may intervene in 
a §11(b) (1) proceeding concerning such 
utility company. Rule X VII of the Rules 
of Practice does not require the filing of 
an affidavit of interest by such political 


unit, it was further held. Re Middle West 
Corp. (File No. 59-5, Release No. 3524). 


The Colorado commission, in author- 
izing railroads to apply on intrastate 
traffic the same rate increases which have 
been authorized by the Interstate Com- 
merce Commission, stated that state 
regulatory bodies should, within reason- 
able limits, assist in producing a pattern 
of unified national transportation. Re 
Colorado Railroads (Application No. 
5819, Decision No. 18528). 


Nore.—The cases above referred to, where decided by courts or regulatory commissions, 
will be published in full or abstracted in Public Utilities Reports. ° 
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WISCONSIN PUBLIC SERVICE COMMISSION 


Re Wisconsin Telephone Company 


(2-U-1811.] 


Evidence, § 3 — Judicial notice — War emergency — Federal orders. 
1. The Commission takes judicial notice of a war in which the country is 
engaged, the emergency situation created thereby, and the various orders 
promulgated by the Federal government for the protection of the nation, 
and the Commission is aware of the application of such orders to the 
business and activities of public utilities, p. 194. 


§ 532 — Telephones — Equipment changes — War restrictions — Rate 
area. 

2. Telephone rate proposals for both unlimited and measured service can- 
not be approved when, because of war conditions, material required to make 
physical equipment changes to render measured service cannot be obtained 
and the rates for measured service are interrelated with the rates for un- 
limited service; and, also, under such circumstances, a proposal to enlarge 
a base rate area should be disapproved, p. 195. 


ates, § 181.1 — Reasonableness — War emergency. 


3. Present rates, so far as possible within the range of reasonable require- 
ments, should be stabilized for the duration of a war emergency, and so 
long as there is a ceiling on prices of other human necessities, rates for 
utility services, if within the range of reasonableness, should be “frozen” 
and should not be regulated upon precisely the same considerations as pre- 
vail in normal times, p. 195. 


[May 5, 1942.] 
PPLICATION for authority to increase telephone rates, to en- 


large a base rate area, and to substitute measured for cer- 
tain unlimited service; denied. 


¥ 


By the Commission: On Febru- increase the cost of telephone service 


3, 1942, Wisconsin Telephone 
ompany, pursuant to § 196.20, Stat- 
tes, filed a proposed change in the 
hedule of rates applicable to its Mad- 
on exchange, which included a pro- 
bsed enlargement of the base rate 
ea of that exchange. The company 
SO proposed to substitute measured 
br certain of its unlimited service and 
signed its rate schedule to cover such 
tvice. The matters involved in the 
mpany’s proposal were estimated to 
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to the subscribers of the Madison ex- 
change $290,000 annually. 

Hearings were held pursuant to no- 
tice at Madison at which the members 
of the Commission presided, on March 
3, and on March 24, 1942. 


APPEARANCES: Wisconsin Tele- 
phone Company, by Francis Hart, 
General Attorney, and Frederic Sam- 
mond, Attorney. 


In opposition: City of Madison, 
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by Harold E. Hanson, City Attorney, 
and Harold M. Wilkie, Special Coun- 
sel; University of Wisconsin by A. 
W. Peterson, Comptroller, and G. R. 
Willet, Engineer ; state of Wisconsin, 
by Charles A. Halbert, Chief Engi- 
neer ; village of Maple Bluff, by Fran- 
cis Lamb, Attorney; Dane county, by 
Norris E. Maloney, District Attorney ; 
city of West Allis, by John C. Doer- 
fer, City Attorney; League of Wis- 
consin Municipalities, by John C. 
Doerfer, Attorney; village of Shore- 
wood Hills, by Ralph E. Axley, Vil- 
lage Attorney. 

Of the Commission staff: H. T. 
Ferguson, Counsel. 


At the hearing on March 3, 1942, 
the city of Madison requested us to re- 
quire Wisconsin Telephone Company 
to file a statement of the grounds upon 
which its application for an increase in 
the Madison exchange rates was made. 
This request was taken under advise- 
ment. 

At the hearing on March 24, 1942, 
the city further moved that the Com- 
mission refuse to entertain this pro- 
ceeding or, in effect, to dismiss it upon 
specific grounds as stated in the writ- 
ten notice of such motion filed herein. 

Such grounds are, in substance, that 
it would be improper to entertain the 
company’s proposal to increase rates 
for Madison exchange service in the 
absence of a specific claim by the com- 
pany that its over-all or statewide earn- 
ings are less than fair; that we could 
not properly determine rates for Madi- 
son exchange service without first as- 
certaining a rate base and the existing 
rate of return of the company for its 
statewide property and operations; 
and that we should therefore not enter- 
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tain this proceeding—or in othe 
words should dismiss it—in view of the 
emergencies existing at this time whic 
make a statewide determination of 
rates for this company inadvisable 
Briefs in support of and in oppositio 
to such motion have been filed and th 
city’s counsel has been granted an ex 
tension of time to reply to the brief 
filed on behalf of the company. 


We do not consider it necessary tlimi 


await the filing of the reply brief off 
the city, since we have concluded tha 
we should dispose of this proceeding 
by the order as herein made withou 
disposing of either of the motion 
made on behalf of the city as abov 
stated, and without passing upon thi 
specific grounds urged either in sup 
port of or in opposition to such mo 
tions at this time. 

[1] The essential matter before 
in this proceeding is whether approvami 
shall be given or withheld with respeq 
to the proposed increases in rates an 
the proposed enlargement of the bas 
rate area for the Madison exchange. 

While there has been no hearin 
upon the merits of the company’s pri 
posals, we are convinced they canm 
be approved at this time, no mattg 
how meritorious intrinsically, and 
useful purpose would be served by f 
ther hearings or continuation of t 
proceeding. 

We take judicial notice of the fe 
of the war in which our country is 
gaged, the emergency situation creatt 
thereby, and of the various ort 
promulgated by the Federal gove 
ment for the protection of the nati 
We are further aware of the appliqi. 
tion of such Federal orders to the bit 
ness and activities of the public u 
ties under our jurisdiction. We rec 
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nize that in many instances utilities are 
mtemporarily prevented by such emer- 
gency orders from fulfilling their regu- 
falar normal peace-time obligations. 

[2] As stated, the rate schedule be- 
fore us in this proceeding includes a 
@proposal to inaugurate certain meas- 
ured service at the Madison exchange. 


ie lhe rates for such measured service 


are interrelated with the rates for un- 
limited service. Consequently, if for 
any reason there should be no meas- 
ured service in Madison, the rates as 


ingmow proposed for both unlimited and 


measured service could not be ap- 


Material changes would have to be 
ade in the physical equipment of the 
fadison exchange to enable the com- 
pany to give measured service to the 
lasses of subscribers to which that 
ind of service is proposed to be fur- 
ished. The War Production Board 
as issued orders restricting the use 
bf materials necessary for the changes 
n physical equipment just referred to 
specifically, General Order L-50, 
made under date of March 2, 1942, and 
more particularly the amendment of 
hat order made under date of April 
3, 1942. It is thus apparent that un- 
er such orders the company cannot 
@btain the material which is required 
o render measured service in Madi- 
on. 

Accordingly, we have concluded 
at the rates as proposed by the com- 
any and under consideration in this 
roceeding, as well as the proposal to 
large the base rate area of the Mad- 
son exchange, should be disapproved. 
he order herein so provides. In 
lew of this conclusion, we regard as 
hoot the questions raised by the city’s 
lotion to dismiss this proceeding. 


195 


[3] It is appropriate to state our 
considered views with respect to 
changes in existing rates of public 
utilities during the war period. 

These are times of emergency. 
Drastic and. far-reaching regulations 
and restrictions upon the ordinary 
course of business and economic ac- 
tivities of all kinds are being imposed. 
Such restrictions should be accepted 
with the willingness and loyalty which 
the necessity for them demands. Pub- 
lic utilities, in the present emergency, 
should be treated in the same spirit as 
an individual or corporation engaged 
in any other business. 

We do not look with favor upon 
proposals to increase utility rates in 
these times. There may be instances 
where some increases are necessary in 
order to insure the financial ability of 
the utility to continue in the rendition 
of service. But rates should not be in- 
creased solely because the manage- 
ment may consider that its return is 
less than it is entitled to ask in normal 
times. 


We believe that so far as possible 
within the range of reasonable require- 
ments, present rates should be stabilized 
for the duration; and so long as 
there is a ceiling on prices of other 
human necessities, the rates for utility 
services if within the range of reason- 
ableness should be “frozen” and cer- 
tainly should not be regulated upon 
precisely the same considerations as 
prevail in normal times. 

However, this does not mean that 
rates which may be shown to be un- 
reasonably high shall be frozen at such 
levels. We shall decrease such rates 
as occasion may demand. Moreover, 
we recognize that it may be necessary 
from time to time to remove unjust 
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discriminations. Such matters will be 
given attention as occasion may arise. 

Dockets 2-U-1784 and 2—U-1798 
are applications to alter the boundaries 
of the base rate area of the Madison 
exchange in certain particulars. We 
are dismissing those proceedings for 
reasons set forth therein. 

The order herein is without preju- 
dice to the right of the company to file 
a new schedule of rates for which it 
may seek approval, and which would 
be applicable to the kinds or classes 
of service which it is presently able to 
furnish. Further, we will accord any 
party the opportunity for a further 
hearing upon any matter raised or de- 
termined by this order; and any ap- 
plication for rehearing with respect 
thereto will be granted. 

The Commission therefore finds: 


PUBLIC SERVICE COMMISSION 


1. That in so far as the schedule off Rates, 


rates under consideration in this pro. 
ceeding includes rates for measured 
service, it is impossible of application 
because under orders of the War Pro- 
duction Board necessary material to 
render such service cannot be ob- 
tained. 

2. That the reasonableness of the 
rates for unlimited service as set forth 
in such proposed schedule is so con- 
nected with and affected by the pro- 
posed rates for measured service that 
they cannot properly be separately 
considered or approved. 

3. That in the absence of approved 
rates applicable to service within the 
enlarged base rate area as proposed 
herein, the alteration of the existing 
base rate area as proposed in this pro- 
ceeding would be unfair and improper. 





NEW YORK DEPARTMENT OF PUBLIC SERVICE, STATE 
DIVISION, PUBLIC SERVICE COMMISSION 


Re Consolidated Edison Company of 
New York, Incorporated, et al. 


[Case 10533.] 


Rates, § 342 — Electric — Breakdown, reserve, and auxiliary — Rule. 


1. An electric company may provide by rule that service for breakdow, 
reserve, and auxiliary purposes shall include the supply of electric energy 
for the operation or functioning of equipment which is so arranged thal 
it may be supplied by another installed source of energy, whether elec 
trically or mechanically produced, p. 201. 


Rates, § 342 — Electric — Breakdown, reserve, and auxiliary — Rule. 


2. An electric company may provide by rule that service for breakdowl 
reserve and auxiliary purposes shall include the supply of electric energy 
for a period of less than twelve months for the operation or functioning 
of equipment which is or was normally supplied from another existinl 
source of energy, whether electrically or mechanically produced, p. 201. 
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Rates, § 342 — Electric — Breakdown, reserve, and auxiliary — Segregated equip- 
ment — Rule. 
3. A rule of an electric company prescribing what shall be included in break- 
down, reserve, and auxiliary service should not be approved or allowed if 
it does not clearly provide that the breakdown rate does not apply to segre- 
gated equipment, p. 202. 


§ 342 — Electric — Breakdown reserve and auxiliary — Rule. 


4. A rule of an electric company prescribing conditions under which break- 
down, reserve, and auxiliary service rates shall be applied is objectionable 
when it makes such rates applicable to the supply of electricity to equipment 
which is reserve or auxiliary to similar or other equipment performing the 
same or similar functions, in view of the uncertainty as to the meaning of 
the words “same or similar function,” p. 202. 


§ 342 — Electric — Breakdown reserve and auxiliary — Rule. 


5. An electric company may provide by rule that service for breakdown, 
reserve, and auxiliary purposes shall include the supply of electricity to 
fixed equipment, in other than residential premises, which is reserve or 
auxiliary to equipment performing the same function and which is so in- 
stalled that it may be supplied with energy from another source, whether 
electrically or mechanically produced; provided, that this provision shall 
not apply to service to fixed equipment not interconnected mechanically, 
electrically, or otherwise with equipment suppiied from company service, 
p. 202. 


[March 31, 1942. Rehearing denied, May 21, 1942.] 


— on motion of Commission as to rates, charges, 
rules, and regulations for furnishing of breakdown, reserve, 
and auxiliary service; revision of rules approved. 


¥ 


APPEARANCES: Gay H. Brown, lyn, Attorney, for The 545-567 Presi- 


Counsel (by George E. McVay, As- 
sistant Counsel), for the Public Serv- 
ice Commission; W. C. Chanler, Cor- 
poration Counsel (by Harry Hertzoff, 
Assistant Corporation Counsel), for 
the city of New York, New York 
city; Whitman, Ransom, Coulson & 
Goetz (by Jacob H. Goetz and Ed- 
win D. Kyle), New York city, Attor- 
Bueys, for Consolidated Edison Com- 
pany of New York, Inc., Brooklyn Ed- 
ison Company, Inc., New York and 
Queens Electric Light and Power 
Company and Westchester Lighting 
Company ; Charles V. Halley, Jr., New 
ing York city, Attorney, for Cirillo Bros. 
Ice Corp. ; Joseph R. Schrialdi, Brook- 
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dent Street Corporation; A. D. Dana, 
New York city, of Debevoise, Steven- 
son, Plimpton and Page, Attorneys, for 
Doctors Hospital; Pietro Crispano, 
Brooklyn; Joseph De Nigri, Bronx; 
B. Shelkin, Brooklyn, Treasurer, Cen- 
tral Ice Co.; David Serota, Brooklyn, 
N. Y., President, Serota Ice Co., Inc. ; 
W. H. Matchitt, New York city, Ex- 
ecutive Secretary, Electric Plant Own- 
ers’ Association; Arthur C. Bang, 
New York city; William P. Heyse, 
New York city, representing National 
Electric Service Corp.; Percival R. 
Moses, New York city, Consulting En- 
gineer ; Saul Godwin, New York city, 
Attorney, for the Premium Ice Com- 
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pany; Murray James, New York city, 
Attorney, for Cirillo Bros. Ice Corp. ; 
H. M. Palmer, New York city, for the 
Interboro Electric Light & Power 
Company. 

MALTBIE, Chairman: 


Prior Proceedings 


Soon after the enactment of the 
Public Service Commissions Law in 
1907 (effective July 1, 1907), the Pub- 
lic Service Commission for the First 
District started an investigation into 
the rates, service, and equipment of 
the electrical corporations subject to 
its jurisdiction. One of the first mat- 
ters investigated was whether electric 
companies should provide “breakdown 
service.” It was first contended by 


the companies that they were not re- 
quired to render such service to con- 
sumers having their own electric plants 


and that they could not be required to 
stand ready to supply such customers 
with electric energy whenever the pri- 
vate plant broke down or for any rea- 
son needed electric service. Various 
objections were urged, legal as well as 
operative, but the Commission held 
that the companies were legally obligat- 
ed to render such service at a reasona- 
ble price and that the technical diffi- 
culties could all be overcome. The 
companies finally agreed to accept the 
determination of the Commission to 
provide the service and to establish 
rates based upon the peculiar character 
of the service. 

At that time it was distinctly under- 
stood that “breakdown service” would 
not be limited to the case of an actual 
breakdown in a private electric plant 
but that the companies would allow 
customers having such plants to use 
electricity at any time—nights, Sun- 
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days, holidays, and whenever a sma 
amount was needed compared with t 
total installation. In other words, t 
companies would render electric ser 
ice whenever the owner of a priva 
electric plant desired to use centr 
service instead of his own plant x 
gardless of the time, convenience, 4 
purpose of such use. 

It was specified, however, that t 
consumer must determine the maxi 
mum demand which he would use an 
for which he would pay. A swit 
was to be installed which would pra 
vent the consumer from using a grea 
er amount of current than he contrac! 
ed for and he could not exceed su 
amount without notice to the electri 
company. 


It was also clearly understood angi 


provided that if a part of the wiring 
on the customer’s premises were con 
pletely segregated so that it could no 
be supplied from the private plant 
from the central station, as the cus 
tomer chose, the rates charged for elec 
tric service to such segregated syste 
would be the rates charged to othe 
consumers generally and not ti 
“breakdown” rate. Such segregatet 
service was to be a part of the custo 
er’s total installation and to be o 
erated when and as he desired witho 
any limitations in respect thereto ew 
cept that it could not be connected tf 
the private plant. The breakdow 
service rate would be limited to tg 
equipment which was connected to ti 
private plant and which could if neces 
sary be switched to the central stati0t 
plant. (See memorandum of Malthe 
Commissioner, in Case No. 2 
[1908] 1 PSCR (1st Dist NY) 130! 
The plan thus adopted and acceptt! 
by the electric corporations subject tt 
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sm jurisdiction of the Commission for 
¢ First District remained in effect 
thirty-three years or until the at- 
mpted change in 1941. Certain fea- 
res were altered but no change was 
wde in the essential characteristics. 

Mor example, prior to 1936, any cus- 
mer desiring a breakdown service 
mtract was given such service by at- 
khing a rider to the service classifica- 
hn appropriate to his usage. In 
036, the companies established sep- 
rate rate classifications but these did 

Bot effect any material change in the 
taracter of the service rendered.’ 


Rule Interpreted 


It was not until the Cirillo Brothers 
ce Corporation Case came to the at- 
ention of the Commission that an im- 
prtant and far-reaching modification 
2s proposed. Prior to that time, the 
eeregated service principle had been 

verywhere recognized and the rate 

lassifications covering “breakdown 

nd auxiliary service’ as the service 

lassification was then known, provid- 

dthat the rates for such service would 
Mccome operative only where a private 
ectric generating plant were involved. 
he rate schedules contained nothing 
egarding mechanical or other sources 
bf power and no attempt had been 
Pade to charge the breakdown rate 
Nhere service was rendered by the cen- 
al station company to customers hav- 
mong equipment operated by other means 
gan electric generators. In other 
ords, if a consumer had a piece of 
quipment that could be operated by a 
impiesel engine or an electric motor con- 
ected with the central station system, 
ine service to that electric motor was 





1 The rate was altered in 1936, the demand 
arge being increased 50 cents per kilowatt. 


charged for not at the breakdown rate 
but at the same rate that a customer 
would pay if there were no Diesel en- 
gine. Under this plan, the customer 
could operate his Diesel engine when 
he chose; he could use central station 
service when the Diesel engine broke 
down or when he preferred to operate 
the electric motor instead of the Diesel 
engine because the former was cheaper 
or for any other reason. He could also 
have segregated service and would pay 
the usual rate but not the breakdown 
rate. 


The situation which had developed 
was somewhat different than in 1908 
when breakdown service was original- 
ly established. The only alternative 
source of power then considered was 
the private electric plant. In recent 
years other forms of producing pow- 
er by mechanical means have been de- 
veloped and in certain manufacturing 
processes they have become quite com- 
mon. 


The ice manufacturing industry 
may be cited as an example. In the 
process of ice making, ammonia vapor, 
which is the refrigerating medium, is 
raised to a high pressure by a com- 
pressor which may be driven by an 
electric motor supplied by central sta- 
tion service or a mechanical power 
drive in the form of a steam or Diesel 
engine. From the compressor, the am- 
monia vapor is discharged into a high 
pressure header which may be the 
common discharge line for a number 
of compressors. The ammonia vapor 
from the high-pressure header is dis- 
charged to a condenser where it is li- 
quefied and collected in a tank. From 
this tank, the liquid is permitted to 
vaporize in cooling coils immersed in 
brine, producing the necessary refrig- 
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erating effect with a consequent drop 
in pressure. The ammonia vapor at 
this reduced pressure is drawn into a 
common low-pressure header from 
which it again returns to the compres- 
sors, thereby completing the cycle. 

In an installation consisting of elec- 
tric compressors supplied from central 
station sources and mechanically driv- 
en compressors owned by the customer, 
it is not difficult to conceive several dis- 
tinct possibilities in his method of op- 
eration. For example, he may choose 
to operate his electrically driven com- 
pressors continuously for his require- 
ments up to the limit of their capacity 
and supply his requirements in excess 
of this capacity by operating his me- 
chanically driven equipment. At the 
other extreme, he may operate the me- 
chanically driven units continuously 
and the electrically driven units only 
during a breakdown of the former or 
when requirements exceed the capacity 
of the mechanically driven units. Be- 
tween the two extremes are numerous 
possible variations in methods of op- 
eration. 

In other unrelated activities, where 
there are alternate drives (electrical 
and mechanical) for example, supply- 
ing power to common line shafting or 
pumps connected to a common build- 
ing header, usage of one alternate drive 
for breakdown and auxiliary purposes 
is practicable. 


Complaint of Cirillo Bros. Ice Corp. 


The situation was brought to the 
attention of the Commission through 
an informal complaint made by Cirillo 
Bros. Ice Corp. against the Brooklyn 
Edison Company (Complaint 5586). 
This complainant operated an ice plant 
in which were installed five ammonia 
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compressors driven by electric motor 
and two ammonia compressors ead 
directly connected to a Diesel engine 
All discharged ammonia vapor into; 
common high-pressure header fron 
which it circulated through a commoy 
condensing, cooling, and return sys 
tem. The electric motors and Dies¢ 
engines could be operated in any sor 
of combination the ice company chos, 
The electric motors could be used whe 
one or all of the Diesel engines brok 
down, when the complainant wishe/ 
to repair or overhaul the latter or wher 
electric service was more economical 
The electric company was, therefore 
rendering not only real breakdow 
service but also reserve, auxiliary, an 
supplemental service. In accordant 
with the principles laid down and ac 
cepted by the companies in 1908, ani 
since applied, the complainant was te 
ceiving “breakdown service,” and th 
Commission so ruled. 

However, the rate schedule provit: 
ed: 

“III. General Rules, Regulation; 
Terms, and Conditions under whic 
Service Will Be Supplied, Applicable 
to and Made a Part of All Agreements 
for Service—Continued. 

“8. Limitations As to Availability 
of Service Classifications. 

“(b) Segregated Service (not ap 
plicable to Service Classification No. 6 
or to Service Classification No. 4 whet 
restricted breakdown service is sup 
plied thereunder); No other sourtt 
of electric service shall be introduced 
or permitted, directly or indirectly, i 
connection with the customer’s equip 
ment to which energy is supplied under 
an agreement for service. When, dut 
to the failure of a private electric ger 
erating plant installed on the custom 
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er’s premises, or during the period of 
shutdown of a private electric gener- 
nting plant for a period of less than 
welve months, service is requested or 
s being used for equipment normally 
upplied from the plant, such service 
ill be available only under the terms 
pnd conditions of Service Classifica- 
ion No. 6.” 


As this language permitted an in- 
erpretation not completely in line with 
he ruling of the Commission, the elec- 
ric company was advised that its rate 
chedule should be so revised as to 
learly express what was permissible 
nd to include plainly in “breakdown 
ervice” alternative sources of power 
upply when connected to a unit of 
equipment. 

The plain import of this ruling was 
hat Cirillo Bros. and other similar 
ustomers billed under Service Classi- 
fication No. 10 (Wholesale-limited 
light) or any other classification for 
im power should be billed under 
Service Classification No. 6 (Break- 
lown and auxiliary service) so long as 
hey continued the kind of operation 
already described. 


Electric Company Proposals 


[1, 2] However, the electric com- 
panies of the Consolidated system 
hought they saw an opening, a chance 
o charge all users of alternative serv- 
ices the high breakdown rate—the well- 
nown camel ruse of ancient origin. 
They proceeded to file amendments to 
their rate schedules that would in- 
clude under “breakdown” service (S. 
C. No. 6) all cases where another 
source of energy was used, whether 
electrical or mechanical and whether 
applied to the same or other equipment. 
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The principal changes were in the fol- 
lowing form: 

Service for breakdown, reserve, and 
auxiliary purposes as used in this rate 
schedule shall include: 

(1) The supply of electric energy 
for the operation or functioning of 
equipment which is. so arranged that 
it may be supplied by another installed 
source of energy, whether electrically 
or mechanically produced. 

(2) The supply of electric energy 
for a period of less than twelve months 
for the operation or functioning of 
equipment which is or was normally 
supplied from another existing source 
of energy, whether electrically or me- 
chanically produced. 

(3) The supply of electric energy 
to equipment which is reserve or aux- 
iliary to similar or other equipment 
performing the same or similar func- 
tion and which is so arranged that it 
may be supplied from another source 
of energy, whether electrically or me- 
chanically produced. 

As the above obviously went too far, 
the Commission on July 9, 1941, sus- 
pended subdivision (3) of the above 
(Rule III, 8b(3)) and instituted a 
formal proceeding. Eight hearings, 
covering 785 pages of testimony, have 
been held. Most of the testimony 
proved to be of little value in deciding 
the real questions at issue, but the par- 
ties appearing were permitted to de- 
velop the facts regarding specific cases 
as illustrative of the operation of the 
present and proposed schedules. 

Attempts were made to bring into 
the case the reasonableness of the 
breakdown rate and an appeal was 
made to the Commission to hold that 
this could be done, notwithstanding 
that the order initiating this proceeding 
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could not possibly be construed to in- 
clude this subject. The Commission 
overruled these motions. 

Throughout the testimony, the at- 
torneys for the various customers ap- 
pearing in this proceeding have made 
requests that the hearings include with- 
in its scope an investigation of the fair- 
ness of the rates charged customers 
that are served under Service Classifi- 
cation No. 6. In reply to this request, 
the chairman outlined the scope of the 
present proceeding. An excerpt from 
this statement follows: 

“The sole question here is whether 
this provision on the schedule, which 
makes a distinct change in the com- 
pany’s policy and a distinct change in 
the rates which will be charged to 
many customers, is a reasonable one.” 

Coming now to consider the com- 
panies’ proposals, it appears that sub- 


division (1) will affect about twenty 
customers and is to be applied where a 
customer has an item of equipment in- 
stalled in such a manner that he may 
operate it either through utility elec- 
tric service or from his private plant 
which may produce energy in an elec- 


trical or mechanical form. It is the 
sort of service for which the break- 
down rate was originally devised and 
it seems reasonable to construe this as 
“breakdown, reserve, and auxiliary 
service” as proposed by the companies. 

Subdivision (2) was stated to be a 
repetition of a clause now effective in 
Service Classification No. 6, which 
provides that if a customer shuts down 
his plant, voluntarily or from neces- 
sity, goes on the utility’s service and 
then restores service from his plant, 
all within a period of less than twelve 
months, he must pay the breakdown 
rate. There is one difference between 
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the old and the new. The clause wa; 
previously limited to operative private 
electric generating plants. It is now 
proposed to extend it to all forms of 
mechanical power and the chang 
seems reasonable. 

[8-5] Subdivision (3) makes a de. 
cided change in the principle that ha 
been followed for over thirty years 
The special provision of Service Class. 
ification No. 6 that was in effect prio 
to the present filing provided: 

“B. A customer may segregate any 
portion of his total requirements ») 
that such portion shall be served ex. 
clusively with the company’s service 
under another and appropriate servic 
classification [viz., not at the break. 
down rate].” 

This is not qualified by any restric 
tions as to the manner in which the 
customer chooses to use the segregated 
portion of his service and it has been 
satisfactory to company and consum: 
er alike. 

The chairman asked the witnes 
and counsel for the companies whet. 
er this was not true. The witness a¢ 
mitted that segregated service had beet 
permitted since 1910; counsel refused 
to follow the sworn testimony of hi 
own witness. The replies are charac 
teristic of the difference between a wit 
ness under oath and counsel not sim 
larly restricted. The former admit 


ted an obvious fact; the latter refuse( i 


Although the proposed change do« 
not state in so many words that seg 
regated equipment (viz., equipmetl 
that is not and cannot be operated by 
utility electric service because it is nd 
connected to such service) must k 
supplied the breakdown rate, the com 
panies’ proposal is open to that cot 
struction and a rate ‘schedule shoul 
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not be approved or allowed which does 
not clearly provide that the breakdown 
rate does not apply to segregated equip- 
ment. 

The proposal also introduces new 
elements. The breakdown rate is to 
apply to equipment which is reserve 
or auxiliary ‘“‘to similar or other equip- 
ment performing the same or similiar 
function.” What is “the same or sim- 
ilar function”? If a company is mak- 
ing ice, is the manufacture of ice 
cream a “similar function”? If a con- 
sumer is making shoes, is the manu- 
facture of harness a “similar func- 
tion’? If he is making cloth, is the 
manufacture of rubber goods a “‘simi- 
lar function”? These illustrations 
could be continued indefinitely and the 
clause would lead to constant disputes 
and arbitrary distinctions. 

Under cross-examination, the wit- 


ness for the companies introduced 
still other phrases to determine the 
applicability of this subdivision, e. g., 
“normal operation of the equipment 
as base load from the company’s serv- 


” 


ice.” These terms are not even men- 
tioned in the companies’ proposal and 
illustrate again how unsatisfactory it 
is. Apparently, compliance with the 
tariff would oblige a customer who 
desires firm service to operate his plant 
under the following conditions: He 
must use the company’s service ex- 
clusively for his requirements up to 
the capacity of the equipment for 
which company’s service is available, 
and if one unit of equipment supplied 
from company’s service is inoperative 
because of repairs, breakdown, etc., he 
must not make up the deficiency by 
placing a unit of his own, such as a 
Diesel, in service. If he does the lat- 
ter, he becomes subject to subdivision 
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(3) because he is not fully using the 
company’s service which is available 
for his requirements. His own source 
of power can only be used to supply 
the excess when his requirements ex- 
ceed the capacity of his equipment con- 
nected to the company’s service. The 
following excerpts from the testimony 
will illustrate these points clearly: 


By Mr. McVeigh: 

Q. On page 14 of the minutes you 
describe an instance of a customer who 
normally uses company service to the 
extent of his requirements up to the 
capacity of his electrically driven ice- 
making equipment and uses Diesel 
service only when his requirements 
exceed the capacity of equipment con- 
nected to company service. Suppose 
at a time when his requirements are 
about equal to the capacity of the 
equipment connected to company serv- 
ice he has a breakdown of one of 
his compressors supplied from com- 
pany service, would you consider him 
subject to the provisions of rule 3 if 
he operated his Diesel driven compres- 
sor to supply this deficiency? 

A. He would, unless the breakdown 
were caused by failure of company 
service for which the customer has no 
responsibility. The customer, in such 
event, should provide the necessary 
duplicate equipment, if there is any 
danger involved on his part of any 
failure of equipment supplied with 
company service. 

Q. Do you understand, Mr. Jeffe, 
I mean that the compressor directly 
connected to the companies’ system 
breaks down. 

A. I understand you to say that the 
compressor connected with the compa- 
ny’s service and so normally operated, 
43 PUR(NS) 
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breaks down and that instead of oper- 
ating a spare compressor or having a 
spare compressor to be operated from 
the company’s service the customer 
would operate that same spare com- 
pressor from his Diesel service. Un- 
der such conditions, where the break- 
down of the equipment is not caused by 
failure of company service beyond the 
control of the customer, rule 3 would 
apply. On the other hand, if the cus- 
tomer, instead of supplying this du- 
plicate equipment by means of a Diesel, 
supplied it by means of a motor oper- 
ated compressor which could be oper- 
ated from the company service, rule 3 
would not apply, of course. 

In the instance above cited, the 
Diesel unit is in the nature of reserve 
or auxiliary to equipment connected 
to the company’s service which is the 
opposite of the conditions set forth in 
subdivision 3. Operations of this 
kind, however, might be conducted in 
a manner leading to undesirable prac- 
tices. In the case of a minor break- 
down of the equipment connected to 
company service, the customer could 
purposely delay restoration, using his 
own equipment in the meantime. Shut 
down for minor repairs or adjust- 
ments could also be made on more 
occasions than is usually necessary and 
by delaying these, a customer could 
operate his own source of energy for 
a not inconsiderable number of hours. 

Subdivision (3) would undoubtedly 
widen the scope of breakdown serv- 
ice. In addition to including plants 
which have processes or steps function- 
ing in a common system that can be 
supplied from central station sources 
or other sources of energy jointly or 
singly as the customer may elect, seg- 
regated systems which are not elec- 
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trically or physically tied to the equip- 
ment supplied from the customer's 
source of energy would be included. 

In their attempt to meet the many 
objections to its proposal, the compa- 
nies suggest that subdivision (3) read 
as follows: 

(3) The supply of electric energy 
to fixed equipment in other than resi- 
dential premises which is reserve or 
auxiliary to equipment performing 
similar functions and operated from 
another installed source of energy, 
whether electrical or mechanically pro- 
duced; provided, however, that this 
provision shall not apply to service to 
equipment which does not feed into 
any common system but is segregated 
and independent of other equipment. 

This clause is only a slight improve- 
ment over its predecessor. It arbitra. 
rily excludes residential service be- 
cause of the many instances in resi- 
dential use where electric service is 
performing the same or similar func- 
tions as other service; but the same is 
true of commercial and industrial use 
upon still larger scales. The clause 
still uses “similar functions” and the 
difficulty of interpretation with the 
possibility of preferential and discrim- 
inatory treatment would still exist. 


Conclusion 


Neither subdivision: (3) which has 
been suspended nor the revision sub- 
mitted on behalf of the companies is 
satisfactory. Each is unjust and u- 
reasonable. The companies should be 
ordered to cancel the suspended pro- 
vision and to substitute therefor the 
following: 

“(3) The supply of electric energy 
to fixed equipment in other than resi- 
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dential premises which is reserve or 
auxiliary to equipment performing the 
same function and which is so installed 
that it may be supplied with energy 
from another source whether electri- 
cally or mechanically produced, pro- 
vided, however, that this provision 
shall not apply to service to fixed 
equipment not interconnected me- 
chanically, electrically, or otherwise 
with equipment supplied from compa- 
ny service.” 

This clause is in line with the prior 
decisions of the Commission, the prac- 


tice that has been in vogue for over 
thirty years and the conclusions here- 
in stated. It recognizes the engineer- 
ing changes that have been made since 
the original breakdown case, but ap- 
plies the same principles then enunciat- 
ed. It will permit any customer to 
have segregated service at the regular 
rates applicable to such service and not 
impose upon him the burden of pay- 
ing the breakdown rate merely because 
he has fixed equipment performing the 
same function as that performed by 
the segregated equipment. 





FEDERAL POWER COMMISSION 


Re Canadian River Gas Company et al. 


[Docket No. G—124.] 


City and County of Denver 


Public Service Company of Colorado et al. 


[Docket No. G-118.] 


Public Service Commission of Wyoming 


Colorado-W yoming Gan Company et al. 


[Docket No. G-121.] 
(Opinion No. 73.) 


Gas, § 2.1 — Jurisdiction of Federal Commission — Natural gas company. 
1. Companies engaged in natural gas transportation and sale in interstate 
commerce for resale are natural gas companies within the meaning of the 
Natural Gas Act and subject to the jurisdiction of the Federal Power Com- 


mission, p. 212. 
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Gas, § 2.1 — Jurisdiction of Federal Commission — Production and gathering of 
natural gas. 
2. The Federal Power Commission has jurisdiction over the production 
and gathering of natural gas by a company engaged in transportation 
and sale in interstate commerce of natural gas for resale where such produc- 
tion and gathering operations constitute an integral part of the company’s 
total operations, p. 212. 


Valuation, § 40 — Rate base — Reproduction cost less depreciation. 
3. Estimates of reproduction cost new less observed depreciation, when 
not based on established facts, are too conjectural to have probative value 
in determining the fair value of natural gas properties for rate-making pur- 
poses, p. 213. 


Valuation, § 36 — Rate base — Original cost. 
4. Original cost of natural gas properties was considered in determining 
fair value for rate making where the properties were all of comparatively 
recent acquisition or construction and the accounting records were sufh- 
ciently adequate and well maintained to permit a ready determination of all 
costs involved, p. 213. 


Valuation, § 168 — Original cost determination — Items charged to operation. 


5. Past expenses now capitalized may not be included in the cost of natural 
gas properties where such expenses had originally been charged to operating 
expenses in conformity with the established accounting policy at the time 
they were incurred, p. 214. 


Valuation, § 69.1 — Original cost determination — Intercompany profits. 


6. Intercompany profits from transactions not at arm’s length should be 
excluded from the original cost of natural gas property, p. 215. 


Valuation, § 139 — Overheads — Interest during construction. 
7. Interest during construction of a gas plant was improperly computed 
to the extent that it was based upon a construction period extending beyond 
the date on which regular deliveries of natural gas commenced and upon 
book costs including “write-ups,” p. 215. 


Valuation, § 69.1 — Original cost determination — Stock payments to affiliate. 
8. Items representing stock payments which one subsidiary gas company 
demanded of an affiliated company before it would carry out agreements, 
entered into by a parent company for the sale of gas to the other sub- 
sidiary, should not be considered as part of the original cost of the proper- 
ties of the company making the payments, p. 216. 


Valuation, § 139 — Overheads — Interest during construction. . 
9. Capitalization of a fictitious and arbitrary interest amount after the close 
of the construction period should be excluded from the original cost of gas 
property, p. 217. 

Valuation, § 140 — Overheads — Interest during construction. 
10. Interest during construction was allowed at 6 per cent per year in esti- 
mating the original cost of gas property, p. 217. 

Depreciation, § 26 — Consistency of method — Accrued and annual. 


11. The determination of annual allowances for depletion, depreciation, and 
amortization and of accrued depreciation in natural gas properties must 
be consistent, p. 218. 
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Valuation, § 97 — Accrued depreciation — Consistency of method — Accrued and 
annual depreciation. 
12. A determination of accrued depreciation based upon the observed per 
cent condition of natural gas property is inconsistent with a determination 
of annual depreciation based upon the probable length of life of the enter- 
prise wherein the physical aspects are neglected, p. 218. 


Valuation, § 105 — Depletion of natural gas fields — Estimates of gas reserves — 
Pressure decline method. 
13. The pressure decline method is a satisfactory method of estimating gas 
reserves in a field that is depleted as much as 15 per cent or more and where 
reliable pressure and production data are available, p. 219. 


Valuation, § 272 — Natural gas fields — Estimates of gas reserves. 


14. Estimates of gas reserves based on porosity, pay thicknesses, and open 
flow must be considered unreliable in that they depend solely upon matters 
of judgment, p. 219. 


Valuation, § 100 — Accrued depreciation — Service life principle. 
15. It is necessary to make certain that the life of an enterprise will exceed 
that of the longest life of any major unit of property for purposes of ap- 
plying the service life principle for depreciable property, p. 219. 


Depreciation, § 31 — Service life principle — Depletion of production facilities. 
16. The service life principle for determining annual depreciation of natural 
gas property and the production method for determining annual depletion of 
production facilities were adopted in determining rates, p. 219. 


Valuation, § 100 — Age-life method — Depletion of production facilities. 
17. The service life principle for determining accrued depreciation of nat- 
ural gas property and the production method for determining accrued deple- 
tion of production facilities were adopted in determining the fair value of 
the properties for rate making, p. 219. 


Valuation, § 294 — Working capital — Inclusion of bank deposits. 


18. Bank balances need not be provided for separately in determining work- 
ing capital where the record shows that delayed expense items such as 
income taxes provide ample funds for this purpose, p. 223. 


Valuation, § 225 — Additions and betterments — Contemplated construction. 
19. Future property additions should not be included in the rate base where 
such additions are merely speculative, p. 223. 


Valuation, § 251 — Customer contributions — Plant construction. 


20. Customer contributions in aid of construction should be deducted from 
plant costs to be used as a rate base, p. 223. 


Valuation, § 331 — Going value — Evidence to support allowance. 
21. No allowance for going value should be made in determining value of 
natural gas property where the amount suggested is wholly unrelated to 
any costs or outlays, p. 224. 


Return, § 25 — Reasonableness — Returns of other enterprises. 
22. Returns earned by like investments which are attended by correspond- 
ing risks in the same vicinity and over the same period of time must be 
considered in determining a reasonable rate of return, p. 229. 
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Return, § 101 — Natural gas company. 
23. A return of 63 per cent was held to be fair for a natural gas company, 
p. 229. 


Apportionment, § 31 — Cost allocation — Natural gas company — Wholesale 
and retail transactions. 


24. In a rate investigation involving companies selling gas not only for 
resale but also to industrial consumers, the Commission made a cost alloca- 
tion to each customer or class of customers of each company, including 
in such cost items for depreciation, taxes, and a fair return, and refused to 
make an allocation of physical property, p. 231. 

Apportionment, § 31 — Natural gas company — Fixed and variable costs. 


25. The Commission, in allocating costs of companies selling gas not only 
for resale but also to industrial consumers, in a rate investigation, divided 
such costs into two groups—fixed and variable—the former based on the 
system peak day demand and the latter fixed in proportion to the volume 
of gas purchased by each customer, p. 231. 


[March 18, 1942.] 


NVESTIGATION of natural gas rates wherein respondent com- 

panies petition to reopen proceedings; petition denied and 

rate reduction ordered. For decisions by court relating to this 

investigation, see (1940) 110 F(2d) 350, 34 PUR(NS) 448; 

(1940) 113 F(2d) 1010, 36 PUR(NS) 46; (1940) 311 US 

693, 85 L ed 449, 61 S Ct 76. Petitions for rehearing and to 
reopen denied May 13, 1942. 


> 


APPEARANCES: P. C. Spencer and 


By the Commission: These pro- 


Chas. H. Keffer, for the Canadian 
River Gas Company; William A. 
Dougherty, Elmer L. Brock, and E. 
R. Campbell, for the Colorado Inter- 
state Gas Company; Donald C. Mc- 
Creery and John C. Pickett, for the 


Colorado-Wyoming Gas Company; 
Edward H. Lange and Caso March, 
for the Federal Power Commission; 
Malcolm Lindsey and Thomas H. Gib- 
son, for the City of Denver, Colorado; 
Walter J. Dalton, Member, for the 
Public Service Commission of Wyo- 
ming; Albert L. Vogl, for the North- 
ern Colorado Coal Producers Associa- 
tion. 


ceedings are an outgrowth of an in- 
vestigation instituted by the Commis- 
sion on March 14, 1939, into the rea- 
sonableness of the rates and charges 
of the respondent companies, follow- 
ing the filing of petitions therefor by 
the city and county of Denver, Colo- 
rado, and by the Public Service Com- 
mission of Wyoming. 

On April 12, 1939, Canadian River 
Gas Company’ and Colorado Inter- 
state Gas Company,* filed with the 
Commission an application for a re- 
hearing and stay of said order of in- 
vestigation; and on April 13, 1939, 
Colorado-Wyoming Gas Company® 





1 Hereinafter sometimes referred to as 
“Canadian Company.” 


2 Hereinafter sometimes 
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referred to as 


“Colorado Company.” 
8 Hereinafter sometimes 
“Wyoming Company.” 


referred to as 
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filed with the Commission a motion to 
set aside the same. On May 9, 1939, 
the Commission issued its order deny- 
ing the application of the Canadian 
and Colorado companies, and also en- 
tered a separate order denying the mo- 
tion of the Wyoming Company. 

On July 7, 1939, Canadian Com- 
pany and Colorado Company filed 
their petition for review of the Com- 
mission’s order of March 14, 1939, 
with the United States circuit court of 
appeals for the tenth circuit. The 
Commission thereupon filed its motion 
to dismiss the petition. The circuit 
court of appeals, by its decision of 
March 4, 1940, 110 F(2d) 350, 34 
PUR(NS) 448, directed a dismissal 
of the petition for review. The com- 
panies’ petition for rehearing was de- 
nied by the court on July 24, 1940, 113 
F(2d) 1010, 36 PUR(NS) 46; and 
certiorari was denied by the United 
States Supreme Court on October 28, 
1940, 311 US 693, 85 L ed 449, 61 S 
Ct 76. 

On September 13, 1940, the Com- 
mission consolidated these proceedings 
and ordered a public hearing to be held 
on October 28, 1940, in Denver, Colo- 
rado. 

At the hearings, which consumed 
102 hearing days, and closed on April 
21, 1941, after one short recess, each 
of the respondent companies was af- 
forded ample opportunity to and did 
present evidence. In addition, evi- 
dence was also offered by the city of 
Denver, Colorado, and by members 
of this Commission’s staff. The tran- 
script of the testimony in excess of 
15,000 pages and over 300 exhibits 
clearly shows the extent and volume 
of the record. 
[14] 
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Petition to Reopen Proceedings 


On March 11, 1942, Canadian and 
Colorado companies each filed a pe- 
tition to reopen proceedings to take 
further evidence. Both petitions rely 
on the same general contentions for 
support. In the main these conten- 
tions are that taxes, wages, and mate- 
rial costs have increased since the close 
of the proceedings and that additions 
to property have been greater than 
originally estimated. The mayor of 
the city and county of Denver, in a 
letter received March 17, 1942, and 
the Wyoming Public Service Commis- 
sion in a telegram dated March 18th, 
from its Chairman, have strenuously 
opposed granting of the petitions and 
the reopening of the proceedings. 
This Commission is fully aware of the 
recent trends in costs. It is also aware 
of the recent trends in revenues al- 
though no mention of revenues is 
made in the petitions. Due consid- 
eration has been given to these factors 
in the orders entered in these proceed- 
ings. That full account has been taken 
of the relevant contentions by the com- 
panies is apparent in the discussion of 
these factors in this opinion. 


History and Operations of 
Companies 

The Canadian and Colorado compa- 
nies are separate corporate entities, 
but the properties of the two compa- 
nies have, since their inception, been 
operated as a single enterprise. The 
incorporation of these two companies 
and the acquisition and construction 
of their properties were the result of 
a “Memorandum of Stipulations 
Agreed Upon between Southwestern 
Development Company, Cities Service 
Company, and Standard Oil Company 
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(N. J.).” The primary objectives of 
the undertaking were the production 
of natural gas in the Texas Panhandle 
field and its transportation to the city 
gate of Denver for sale to the Public 
Service Company of Colorado and for 
the supplying of natural gas to Colo- 
rado Fuel and Iron Corporation at 
Pueblo, Colorado, en route to Denver. 
The obtaining of these two markets 
was the essential prerequisite of the 
construction of the Canadian Com- 
pany-Colorado Company pipe line 
sometimes referred to as the “Den- 
ver” line. 

As a part of its obligations under 
the aforesaid stipulation, Southwest- 
ern Development Company caused 
Canadian Company to be incorporated 
under the laws of the state of Dela- 
ware on February 24, 1928, with broad 
powers to carry on business in gas, oil, 
and other extractive enterprises and 
qualified it to do business in the states 
of Texas, New Mexico, and Okla- 
homa. All of Camnadian’s capital 
stock, excepting directors’ qualifying 
shares, was issued to Southwestern 
Development Company. 

Also pursuant to the aforesaid stip- 
ulation, Colorado Company was in- 
corporated under the laws of the state 
of Delaware on June 8, 1927, with 
broad powers to carry on business in 
natural gas, artificial gas, oils, and 
other extractive enterprises and quali- 
fied it to do business in the states of 
New Mexico, Oklahoma, and Colo- 
rado. 

Canadian Company does not pur- 
chase any natural gas, but produces 
from its own wells all of its require- 
ments. It holds gas rights under oil 
and gas leases on approximately 315,- 
000 acres of land in the Texas Pan- 
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handle field and had in operation on 
December 31, 1939, a total of 94 ga; 
wells. Its gathering system consists 
of 144 miles of various sizes of pipe, 
It owns and operates a field compress. 
ing station near Fritch, Texas; the 
Bivins compressor station through 
which gas is transported to Clayton 
Junction approximately 35 miles north 
of the city of Amarillo, Texas; a gas. 
oline extraction plant and a dehydra-. 
tion plant. The Canadian Company 
sells gas to the following affiliated 
companies: Amarillo Oil Company, 


Clayton Gas Company, and Colorado 
Interstate Gas Company. Out of a 
total of about 46,000,000 thousand 
cubic feet of gas sold for resale in 
1939, approximately 41,000,000 thou. 
sand cubic feet were sold to the Colo- 
rado Interstate Gas Company. 


Canadian Company is engaged in 
the production, gathering, transporta- 
tion, and sale of natural gas. It pro 
duces gas from its leaseholds in the 
Panhandle gas field in the state of 
Texas, gathers such gas in the field 
and after compressing it, (a) sells 
and transports in interstate commerce 
a portion of it through its main 22. 
inch transmission line, a distance of 
approximately 86 miles to a point in 
New Mexico known as Clayton June 
tion where the gas so transported 8 
delivered to Colorado Company and 
to Clayton Gas Company, and (b) 
transports a portion of it through the 
facilities of Texoma Natural Gas 
Company to a point in Oklahom 
known as Gray Junction where the 
gas so transported is also sold to Cole- 
rado Company. 

The Canadian Company is obligat- 
ed to supply the entire natural gas re 
quirements of Colorado Company fot 
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a period of twenty years from and 
after the initial delivery of gas to Pub- 
lic Service Company of Colorado 
which was made on June 23, 1928, 
“and so long thereafter as seller has 
available for delivery to buyer here- 
under quantities of natural gas which 
buyer determines are profitable for it 
to buy under the terms of this con- 
tract.” 

Construction of the main transmis- 
sion line of Colorado Company was 
completed in June 1928. The line be- 
gins at Clayton Junction, New Mexi- 
co, at the terminus of the transmission 
pipe line of the Canadian Company 
and extends in a northwesterly direc- 
tion approximately 254 miles through 
New Mexico into the state of Colo- 
rado to the outskirts of the city of 
Denver, Colorado. The line consists 


of 20-inch and 22-inch Dresser cou- 
pled steel pipe. 


Various laterals ex- 
tend from the main line to customers 
of the company, including a 16-inch 
lateral to the plant of the Colorado 
Fuel and Iron Corporation near Pueb- 
lo, Colorado, and one near the ter- 
minus of the line at Denver, Colorado, 
for the purpose of making deliveries 
to Wyoming Company at a point near 
Littleton, Colorado. On December 31, 
1939, Colorado Company owned and 
operated three compressing stations 
known as Clayton Station, Canyon 
Station, and Devine Station. 

On October 15, 1931, Colorado 
Company and Natural Gas Pipeline 
Company of America entered into an 
agreement which provides for the sale 
by Colorado Company to the latter of 
25 per cent of the total requirements 
of the latter company’s pipe line hav- 
ing as its destination what is known 
as the “Chicago” market. The gas so 
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purchased is produced by Canadian 
Company and transported from the 
field through the 24-inch main trans- 
mission line of Texoma Natural Gas 
Company (an affiliate of the Natural 
Gas Pipeline Company of America) 
from Fritch compressing station to 
Gray Junction, Oklahoma. Colorado 
Company does not own, lease, or op- 
erate any of the facilities utilized in 
connection with the delivery and sale 
of this gas. 

The contract for the sale of gas to 
Wyoming Company was entered into 
October of 1929 and provides for the 
sale by Colorado Company to Wyom- 
ing Company of the latter’s require- 
ments of natural gas. The gas so pur- 
chased by Wyoming Company is 
transported by it through its trans- 
mission pipe line and resold to vari- 
ous industrials, public authorities, and 
distribution companies for resale in 
the states of Colorado and Wyoming. 

The total volume of gas sold by the 
Colorado Company in 1939 was ap- 
proximately 41,000,000 thousand cu- 
bic feet. Of this total, about 20,000.- 
000 thousand cubic feet was sold to 
Natural Gas Pipeline Company of 
America. The two largest customers 
on the Denver line were Colorado Fuel 
and Iron Corporation (about 7,000,- 
000 thousand cubic feet annually) and 
Public Service Company of Colorado, 
Denver city gate (about 6,000,000 
thousand cubic feet annually). 

Wyoming Company was incorpo- 
rated under the laws of the state of 
Delaware in December of 1925 and is 
authorized to do business in the states 
of Colorado and Wyoming. The com- 
pany’s facilities consist of a natural 
gas transmission pipe line extending 
from a point near Littleton, Colorado, 
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in a northerly direction and terminat- 
ing at the city gate of Cheyenne, Wy- 
oming, a distance of approximately 
114 miles, as well as compressor sta- 
tions and a number of laterals extend- 
ing from the main line to various city 
gates and industrial plants in Colorado 
and Wyoming. At the inception of 
the project, natural gas was obtained 
from the Wellington gas field situat- 
ed in Larimer county, Colorado. Un- 
til the latter part of the year 1929, its 
total requirements were obtained from 
this field. During the calendar year 
ending December 31, 1939, 98 per 
cent of its total requirements were ob- 
tained from Colorado Company. 
During the year 1939, Wyoming 
Company transported and sold a to- 
tal of 2,860,000 thousand cubic feet 
of natural gas. Of this total about 
900,000 thousand cubic feet was sold 


to its affiliate, Public Service Company 
of Colorado, for resale by that com- 
pany through its distribution systems 
in a number of communities situated 


in northern Colorado. During the 
same year, Wyoming sold approxi- 
mately 415,000 thousand cubic feet 
to another affiliate, Cheyenne Light, 
Fuel and Power Company, for distri- 
bution in the city of Cheyenne. A 
total of 152,000 thousand cubic feet* 
was sold for resale to the Greeley Gas 
and Fuel Company and Highway Gas 
Company. In addition to the above 
sales for resale, Wyoming Company, 
during the same period, sold a total 
of about 1,367,000 thousand cubic 
feet* directly to ten industrial consum- 
ers located along its system in the 
state of Colorado and sold small quan- 
tities of gas to two United States 
Army posts. 


4At 14.4 pounds plus 4 aunces. 
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Jurisdiction 

[1, 2] Canadian River and Colo- 
rado Interstate contend that they are 
not “natural gas companies” within 
the meaning of the Natural Gas Act, 
The gist of these contentions has been 
considered before and rejected. Es. 
sentially, the contentions are: the 
business is private and not affected 
with a public interest; the contracts 
were entered into privately before the 
passage of the Natural Gas Act; and 
the companies have not held them- 
selves out to serve the public gener- 
ally but engaged only in serving natu- 
ral gas to a selected number of cus- 
tomers. In addition, Canadian River 
contends that so far as it is engaged 
in the production and gathering of 
natural gas, it is not subject to the 
jurisdiction of the Commission. Colo- 
rado-Wyoming concedes that its op- 
erations in selling gas in Wyoming 
which it receives at Littleton, Colo- 
rado, constitute it a “natural gas com- 
pany” under the act, but it contends 
that the Commission has no jurisdic- 
tion over its transactions in Colorado. 

The question of jurisdiction is one 
of fact and law. The facts are clear 
and admitted. All three companies 
are engaged in “the transportation of 
natural gas in interstate commerce” 
and in “the sale in interstate commerce 
of such gas for resale.” It is clear 
therefore that the respondent compa- 
nies are engaged in activities which 
make them natural gas companies 
within the meaning of the Natural Gas 
Act. 

In effect, respondents challenge the 
constitutionality of the Natural Gas 
Act on the grounds that it attempts 
the regulation of private business. 
The Commission is mindful of the 
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fact that already in other cases, where 
similar contentions were made and 
similar circumstances existed, the 


courts have upheld the constitutional- 
ity of the act here involved.° 


The particular contention of Cana- 
dian, that in so far as it is engaged in 
the production and gathering of natu- 
ral gas it is not subject to the juris- 
diction of the Commission, is unsound. 
Canadian’s production and gathering 
operations are an integral part of its 
total operations, including transporta- 
tion in interstate commerce and the 
sale of natural gas for resale in inter- 
state commerce. Furthermore, Cana- 
dian’s operations are an integral part 
of Colorado’s operations and the two 
comprise a single operating system. 
The investigation of Canadian’s pro- 
duction and gathering property and 
operations is indispensable in regulat- 
ing Canadian’s rates and charges for 
the sale of natural gas in interstate 
commerce for resale and for the trans- 
portation of natural gas in interstate 
commerce. 


The contention of Colorado-Wy- 
oming is negatived by the decision in 
Illinois Nat. Gas Co. v. Central IlI- 
linois Pub. Service Co. supra, 314 US 
at p. 509, 42 PUR(NS) at p. 59, 
where the Supreme Court, in an ex- 
tension case within the state of IlIli- 
nois, said: 

“In determining the scope of the 
Federal power over the proposed ex- 
tension of facilities and sale of gas it 
is unnecessary to scrutinize with me- 
ticulous care the physical characteris- 
tics of appellant’s business, in order 


to ascertain whether, as the court be- 
low held, the interstate commerce in- 
volved in bringing the gas into the 
state ends before delivery to distribu- 
tors. In any case the proposed exten- 
sion of appellant’s facilities is so in- 
timately associated with the commerce 
and would so affect its volume moving 
into the state and distribution among 
the states as to be within the congres- 
sional power to regulate those mat- 
ters which materially affect interstate 
commerce, as well as the commerce 
itself.” (Citing cases. ) 


Cost of Plant 


[3, 4] The record contains consid- 
erable evidence as to the cost and al- 
leged value of the properties involved 
in the proceedings. 

Canadian Company® and Colorado 
Company each introduced estimates of 
reproduction cost new less observed 
depreciation. They also introduced 
evidence as to the original cost of the 
property. Wyoming Company of- 
fered only “actual construction costs, 
less observed depreciation, plus work- 
ing capital and additions to plant, now 
and immediately in course of construc- 
tion.” Commission staff restricted its 
plant studies to original cost and of- 
fered evidence of that character. 

We have considered the estimates of 
reproduction cost new less observed 
depreciation submitted by the Cana- 
dian Company and the Colorado Com- 
pany but conclude that they are too 
conjectural to have probative value, as 
they are not based upon established 
facts and, therefore, are subject to the 
vagaries of theories and imagination. 





5 Natural Gas Pipeline Co. v. Federal Pow- 
er Commission (1941) 120 F(2d) 625, 38 
PUR(NS) 257; Mississippi River Fuel 
Corp. v. Federal Power Commission (1941) 
121 F(2d) 159, 40 PUR(NS) 213. See also 
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Illinois Nat. Gas Co. v. Central Illinois Pub. 
Service Co. (1942) 314 US 498, 86 L ed —, 
42 PUR(NS) 53, 62 S Ct 384. 

6 Evidence confined to transmission facili- 
ties only. 
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We, therefore, turn to the evidence of 
original cost of the properties involved 
to determine whether it provides an 
adequate basis for the establishment 
of the proper rate base. 

The properties are all of compara- 
tively recent acquisition or construc- 
tion. The accounting records have 
been sufficiently adequate and well 
maintained to permit a ready determi- 
nation of all costs involved. The ma- 
jor portion of all cost of Canadian 
and Colorado companies has been in- 
curred since the adoption by these com- 
panies of an accounting system based 
on the Code of Accounts of the Penn- 
sylvania Public Service Commission. 
Thus, the basic facts are clear and es- 
sentially undisputed. They represent 
the best and only reliable evidence as 
to property values. We find, there- 
fore, in accordance with the provi- 
sions of § 6 of the Natural Gas Act, 


and under the record in this proceed- 
ing, no necessity exists to consider 
other factors than original cost of the 
properties in service. 


The differences between the 
amounts representing original cost 
claimed by the companies and allowed 
herein are all essentially differences in 
interpretation of the accounts or con- 
clusions as to whether certain expend- 
itures are legitimate items to be includ- 
ed in the cost of plant and hence in the 
rate base. A statement of the amounts 
claimed by each company and the 
amounts allowed herein follows: 

Original Cost 
(as of December 31, 1939) 
Canadian Colorado Wyoming 
Company Company Company 


Claimed by 
company $14,648,821 $14,670,749 $1,860,552? 


Allowed 
10,784,464 11,879,409 1,678,878 


herein .. 
Difference $3,864,357 $2,791,340 $181,674 
43 PUR(NS) 





The difference in the amounts above 
are large for the Canadian Company 
and the Colorado Company. How- 
ever, they are accounted for principal- 
ly by a comparatively few items, the 
decisions on which involve fundamen- 
tal principles. These principles, which 
will be discussed later, relate to: (1) 
items formerly charged to expense 
(not through an accounting error) 
which the companies now seek to cap- 
italize; (2) write-ups in plant ac- 
counts arising through transactions 
between affiliated interests; and (3) 
amounts paid to affiliated interests for 
entering into contracts. A few ad- 
justments arise from a difference in 
determining the date when commercial 
operations first began and the balance 
of the items are comparatively minor 
adjustments and reclassifications. 

A discussion of the principal items 
of difference between amounts claimed 
by the companies and those allowed 
herein follows: 


Canadian Company. 

The difference of $3,864,357 be- 
tween original cost claimed by Cana- 
dian Company ($14,648,821) and that 
allowed herein ($10,784,464) is com- 
posed of the following items: 

(1) Past expenses now capitalized $129,032 
(2) Affiliated company profits .. 3,370,817 


(3) Interest during construction 366,507 
(4) Miscellaneous adjustments .. (1,999) 


$3,864,357 


[5] (1) Past expenses now capi- 
talized. The amount of $129,032 rep- 
resents an arbitrary adjustment for 
general construction cost—34 per cent 
for engineering and general and ad- 
ministrative overheads, plus 1 per cent 
interest—on all net property additions 





7 This figure is book cost. Company did 
not introduce an original cost study. 
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from 1929 to 1939. It is the amount 
added to the book costs of the com- 
pany to arrive at its claimed original 
cost. Whatever costs have been in- 
curred for these purposes heretofore 
have been charged to operating ex- 
penses. The amount therefore repre- 
sents reaccounting (not correction of 
an accounting error), for the charges 
were made in conformity with the es- 
tablished accounting policy of the 
company in effect at the time.® 


[6] (2) Affiliated company profits. 
The total affiliated company profits of 
$3,370,817 are comprised of three 
items. First, a profit of $3,120,496 
on the sale of property by Amarillo 
Oil Company to Canadian Company ; 
second, a profit of $121,787 on the 
sale of property by Master Oil and Gas 
Company to Canadian Company; 
third, a profit of $128,534 on the sale 
of property by Mission Oil Company 
to Canadian Company through Ama- 
rillo Oil Company. 

All these transactions represent pay- 
ments by Canadian Company for prop- 
erties acquired from affiliated interests 
in excess of their original cost. 
Amarillo Oil Company is 100 per cent 
owned by Southwestern Development 
Company as is Canadian Company. 
Canadian Company paid Amarillo Oil 
Company $5,000,000 for its gas lease- 
holds and wells in the Texas Panhan- 
dle field. The original cost of these 
properties to Amarillo Oil Company 
was $1,879,504. In fact, the differ- 
ence between these amounts, $3,120,- 
496, or the “write-ups,” was carried 
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on the books of Canadian Company 
until 1939 as “appreciation.” 

Similarly, the transactions involv- 
ing the second and third write-ups 
stated above were not at arm’s length 
and prices paid for the properties ex- 
ceeded the original cost to the party 
first devoting them to the public serv- 
ice by the amounts shown. 

The principle involved which re- 
quires the elimination from property 
accounts of intercompany profits from 
transactions not at arm’s length is so 
patent as to require no lengthy discus- 
sion. Any treatment which would 
permit the capitalization of such 
amounts would open the door to the 
renewal of past practices of the utility 
industry when properties were traded 
between affiliated interests at inflated 
prices with the expectation that the 
public would foot the bill.® 


[7] (3) Interest during construc- 


tion. The company has recorded on 
its books a charge for “interest during 
construction” computed on the basis 
of a construction period extending 
from May 1, 1927, to October 31, 
1928, and upon book costs including 
the amount of “write-ups” heretofore 
discussed.° Directing our discussion 
first to the construction period to be 
utilized for the purpose of the compu- 
tation, we find that the project be- 
came available for commercial opera- 
tion prior to the date fixed by respond- 
ent. The record shows clearly that 
regular deliveries of natural gas to 
Colorado Fuel and Iron Corporation, 
Public Service Company of Colorado, 





8 Peoples Gas Light & Coke Co. v. Slat- 
tery (1939) 373 Ill 31, 31 PUR(NS) 193, 
206, 25 NE(2d) 482, and Re Los Angeles Gas 
& E. Corp. (Cal) PUR1933E 317, 323. 

8 The Commission has steadfastly held such 
affiliated company profits will not be recog- 
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nized. (Re Alabama Power Co. 1 Fed P C 
25, 39, PUR1932D 345; Re Louisville Hydro- 
Electric Co. [1933] 1 Fed P C 130, 133, 1 
PUR(NS) 454; Re Northern States Power 
Co. [1936] 1 Fed PC 329, 344.) 

10Ttem (2) supra. 
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at the Denver city gate, and others, 
commenced in the latter part of June, 
1928, and continued thereafter. Such 
fact has long been regarded as estab- 
lishing definitely the beginning of com- 
mercial operations. We hold that the 
construction period ended July 1, 
1928. Little discussion is required to 
dispose of the inclusion of “‘write- 
ups” in the book costs upon which “‘in- 
terest during construction” is charged. 
It is obviously improper to attempt to 
build fictitious cost upon fictitious cost. 
Because of these two fundamental er- 
rors the books of the company con- 
tain excessive charges for “interest 
during construction” in the amount of 
$366,507 and such amount is here dis- 
allowed. 


(4) Miscellaneous adjustments. 
The addition to plant of $1,999 is the 
net effect of a series of miscellaneous 
plant adjustments. No one of these 
adjustments is large, but they all rep- 
resent accounting corrections or re- 
classifications that are necessary and 
proper. 

In view of all the foregoing, the 
Commission finds that $10,784,464 is 
the original undepreciated cost of 
Canadian Company gas plant. 


Colorado Company. 

The difference of $2,791,340 be- 
tween original cost claimed by Colo- 
rado Company ($14,670,749) and 
that allowed herein ($11,879,409) is 
composed of three items: 


(1) Past expenses now capitalized $440,050 
(2) Cost of contracts 2,352,94011 
(3) Miscellaneous adjustments ... (1,650) 


$2,791,340 


(1) This adjustment, $440,050, is 
similar to that made in connection with 
Canadian Company original cost and 
discussed hereinabove. It represents 
items previously charged to expense in 
accordance with good accounting prin- 
ciples. Therefore, a restatement of 
these items resulting in their inclusion 
as items of legitimate original cost 
cannot be allowed. 

{8] (2) The $2,352,940, consist- 
ing of two items ($2,000,000 and 
$352,940), represents the recorded 
value of stock payments made to 
Southwestern Development Company 
and to Cities Service Company for en- 
tering into contracts for the purchase 
of gas. 

In order fully to understand these 
two items it is necessary to go back to 
the agreement which provided for the 
construction of the “Denver Line.” 
This was a tri-partite agreement be- 
tween the Southwestern Development 
Company, the Standard Oil Company 
(N. J.), and Cities Service Company. 
The salient features of the agreement 
important to this discussion were that 
Cities Service Company was to secure 
a satisfactory franchise in the city of 
Denver and, if successful, the corpora- 
tion to be formed by Standard Oil 
Company (N. J.) (Colorado Com- 
pany) was to sell natural gas to two 





11 There is allowed in the rate base of Colo- 
rado Company the unamortized balance of a 
payment made to one Arthur K. Lee for cer- 
tain contracts. The principal contract related 
to the sale of natural gas to the municipality 
of Colorado Springs, which contract was about 
to expire at the time of purchase. There is 
grave doubt as to the bona fides and propriety 
of the transaction whereby Colorado Company 
acquired the contract. The record is incon- 
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clusive as to the necessity for making such an 
expenditure. Of the original amount of $236,- 
666 the company has amortized $118,605 as of 
December 31, 1939. In view of the smallness 
of the item and the fact it will soon be com- 
pletely amortized and thereby removed from 
the accounts, it is deemed preferable to allow 
it in the rate base rather than to reopen the 
record for further inquiry into its dubious na- 
ture. , 
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subsidiaries of Cities Service—the 
Public Service Company of Colorado 
for distribution in Denver and Pueb- 
lo Gas and Fuel Company for dis- 
tribution in Pueblo, Colorado. South- 
western Development Company agreed 
to form a corporation (Canadian 
Company) for the purpose of acquir- 
ing the Amarillo Oil Company prop- 
erties and to produce and transport 
the gas from the field to a point of con- 
nection with the transmission company 
(Colorado Company). Standard Oil 
Company (N. J.) agreed to form a 
corporation (Colorado Company) for 
the purpose of transporting the gas 
from point of delivery by Canadian 
Company to the above named and oth- 
er markets. Pursuant to this agree- 
ment the Canadian Company and Col- 
orado Company came into being. The 
whole enterprise contemplated by the 
agreement became a reality. 

Very strangely, it is now represent- 
ed that Canadian Company refused to 
negotiate an agreement for the sale of 
gas by it to Colorado Company unless 
Colorado Company turned over to it 
10,000 shares of preferred stock, hav- 
ing a total par value of $1,000,000, and 
531,250 shares of no-par common 
stock having a recorded value of $1,- 
000,000. This $2,000,000 was record- 
ed on the books of Colorado Company 
as cost of the gas purchase agreement. 
It is noted that the stock was actually 
issued to Canadian Company’s nomi- 
nee, the Southwestern Development 
Company. 

The record clearly shows that the 
foregoing transaction resulted in an 
unjustified and fictitious increase of 
book cost of plant. In the tri-partite 
agreement the parent companies un- 
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dertook to develop a mutually advan- 
tageous business enterprise by agree- 
ing to create subsidiaries to carry the 
plan into effect. Pursuant thereto such 
subsidiaries were organized. It is now 
represented that one subsidiary, Ca- 
nadian Company, refused to do what 
its parent had agreed upon unless it 
were paid $2,000,000. The Commis- 
sion would be remiss in its duty if it 
required consumers to pay a return 
upon and amortize this payment. 

The balance of the total amount of 
$2,352,940 is $352,940. This alleged 
cost is a result of issuing 187,500 
shares of no par common stock to Cit- 
ies Service Company, and is likewise 
no part of legitimate original cost. It 
is contended that this cost was incurred 
because Public Service Company of 
Colorado and Pueblo Gas and Fuel 
Company, subsidiaries of Cities Serv- 
ice Company, the latter a party to the 
tri-partite agreement, would not enter 
into purchase contracts without such 
payment being made to the parent 
company (Cities Service Company). 
The stock was issued to Cities Service 
Company but later, on December 29, 
1931, Cities Service Company sold the 
stock to Public Service Company of 
Colorado for $10 a share, or $1,- 
875,000. 

(3) The addition to plant of $1,- 
650, Miscellaneous Adjustments, is 
the net result of a number of minor 
reclassifications and corrections of ac- 
counting errors required by the record. 


Wyoming Company. 

[9, 10] The difference, $42,236, 
between original cost claimed by the 
Wyoming Company of $1,721,114, 
and that allowed herein, $1,678,878, 
is comprised of the following items: 
43 PUR(NS) 
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(1) Interest capitalized on claimed 
nonutilized capacity 

(2) Excessive interest during con- 
struction 

(3) Miscellaneous adjustments 


(1) This amount, $27,475, repre- 
sents interest computed on a propor- 
tion of the total cost of the property 
south of Fort Collins, Colorado, esti- 
mated by the company to be in excess 
of that required to handle the business 
actually done during the period. This 
capitalization of a fictitious and arbi- 
trary interest amount after the close 
of the construction period is clearly 
not justified. Interest ceases to be a 
cost of the original plant when com- 
mercial operations begin. 

(2) This adjustment, $7,574, is 
necessary to restate interest during 
construction on the basis of simple in- 
terest at 6 per cent per year applied to 
the adjusted monthly construction ex- 
penditures on each job for the period 
from the date of the initial expendi- 
ture to the date of operation or date 
ready for service. 

(3) This total, $7,187, includes an 
adjustment of $5,715 for excessive 
construction overheads capitalized and 
$1,472 of miscellaneous adjustments, 
none of which can be treated as cost 
of plant. 


Accrued and Annual Depletion, De- 
preciation, and Amortization 


[11, 12] The determination of the 
annual allowances (annual expenses ) 
for depletion, depreciation, and amor- 
tization (sometimes referred to joint- 
ly as depreciation) and the accrued de- 
preciation in the properties must be 
consistent. This is a simple state- 
ment of what should be regarded as a 
universal truth in the regulation of 
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rates. It is so regarded by the over- 
whelming majority of regulatory au- 
thorities of the country, and by stu- 
dents and writers on the subject. It 
is so regarded by sound business man- 
agement outside of the utility rate case 
field. 

But, the principle of consistency is 
flagrantly violated in the evidence in- 
troduced by the companies in this pro- 
ceeding. The accrued depreciation 
used by the companies is based upon 
observed per cent condition of the 
property, which in a large measure is 
merely observed deferred maintenance. 
(Accrued depletion as determined by 
Canadian Company is an exception. 
It is based on estimates of original and 
remaining reserves.) Under the ob- 
servation theory a high observed per 
cent condition and consequently a low 
existing accrued depreciation result 
for many items of plant right down to 
the instant before they suffer the 
breakdown or obsolescence requiring 
retirement. 

However, even this theory, if car- 
ried out consistently, might be consid- 
ered as having some elements of rea- 
sonableness. The small observed de- 
preciation would find its counterpart 
in an equivocally small annual charge 
to operating expenses to cover the 
yearly added amount of observed de- 
preciation. But, this is not done. In- 
stead another theory is advanced by 
the companies as a basis for determin- 
ing the annual charge to operating ex- 
penses. In determining expenses the 
physical aspects are neglected and the 
problem becomes one of determining 
the probable length of life of the en- 
terprise—an economic aspect. The fu- 
ture always may be considered specu- 
lative and management can always be 
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considered only reasonable if it con- 
servatively judges the future. Thus, 
estimates of comparatively short life 
result. It then argues that the annual 
charges to expenses for depreciation 
(amortization of the investment) 
should be sufficient to amortize the re- 
maining investment (cost new less ob- 
served depreciation) over the remain- 
ing short life of the enterprise. Thus, 
in calculating expenses, chargeable to 
the consumer, high depreciation charg- 
es are computed ; in computing return 
to the company the opposite prevails, 
a small deduction- from the cost of 
plant is computed. 

The evidence of the Commission 
staff treats accrued and annual allow- 
ance for depreciation on a simple, con- 
sistent, and reasonable basis. It is the 
application of the service life principle. 
Property begins its inevitable march 
to retirement the moment it is placed 
in service. Its total life in service can 
be reasonably estimated with due con- 
sideration given to such influencing 
factors as probable life of the enter- 
prise, gas reserves, obsolescence, and 
inadequacy. The annual charge to 
expenses should be the best possible 
measure of the total service value of 
that property used up in a year. The 
net accumulation of these annual 
charges is the best possible determina- 
tion of the expired outlay, hence the 
best measure of the actual depreciation 
existing in the property as of that date. 

In an attempt to justify the unrea- 
sonable inconsistency in method of de- 
termining annual and accrued depre- 
ciation, the companies argue that a dis- 
tinction must be made before and aft- 
er passage of the Natural Gas Act. 
This argument is without merit for 
depreciation accrues regardless of any 
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statute. The companies, of course, ac- 
crued depreciation in their books prior 
to the passage of the act. The reserve 
requirement deducted herein is far less 
than that actually accrued. A com- 
parison of the book reserves for depre- 
ciation, with that used herein, as of 
December 31, 1939, follows: 
Depreciation Reserve 
December 31, 1939 
Canadian Colorado Wyoming 


Company Company Company 
Per books .... $2,995,528 $4,994,352 $486,406 


Per this opin- 
i 1,480,948 2,674,805 395,944 


The above comparison clearly re- 
veals that by adoption of the principles 
announced herein the reserve is less 
than the amounts now on the books of 
the companies. They are benefited to 
the extent of the differences. 

Aside from the question of princi- 
ples there remain two major questions 
which have a direct influence on both 
the accrued and annual depreciation 
These are (1) natural gas reserves, 
and (2) probable length of life of the 
enterprise. The two questions are re- 
lated and will be discussed jointly in 
the following section under “Gas Re- 
serves.” 


Gas reserves. 

[18-17] Almost one-third of the 
16,000-page record deals with testi- 
mony concerning the natural gas re- 
serves in the Texas Panhandle fieid 
and the remaining recoverable gas re- 
serves of Canadian Company. For us 
to attempt specifically to discuss the 
many complex and involved questions 
pertaining to the remaining recover- 
able gas reserves of the field as a 
whole or of Canadian Company 
would serve only unduly to extend this 
opinion and cause to be treated at 
length a matter that, from the position 
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it occupies in this proceeding, fails to 
warrant such extensive treatment. We 
have carefully considered all of the 
evidence of record and believe that the 
question can be resolved in relatively 
simple fashion. 

Three estimates are of record for 
the field as a whole. The company 
witness Thompson gave it as his opin- 
ion that as of January 1, 1939, at an 
assumed abandonment pressure of 25 
pounds, there could be recovered 9,- 
532,027,596 thousand cubic feet of 
gas at 16.4 pounds pressure base. The 
company witness Hughes gave it as 
his opinion that as of August 1, 1939, 
at an assumed abandonment pressure 
of 25 pounds, there could be recovered 
8,840,132,111 thousand cubic feet of 
gas at 16.4 pounds pressure. The 
Commission’s staff witness Hammer 
gave it as his opinion that as of Au- 
gust 1, 1939, at an assumed abandon- 
ment pressure of 25 pounds, there 
could be recovered 22,420,000,000 
thousand cubic feet of gas at 14.65 
pounds pressure. In addition, the wit- 
ness Hammer upon the same basis es- 
timates the recoverable reserve of 
Canadian Company to be 3,645,000,- 
000 thousand cubic feet. 


We are convinced that, without ad- 
justment, none of the foregoing esti- 
mates can be accepted as the amount 
of natural gas reasonably expected to 
be recovered from the Texas Pan- 
handle field. It seems clear from the 
evidence that the company’s estimates 
are too low; the estimates of the Com- 
mission’s staff too high. We reach 
that conclusion because estimates of 
the company witnesses based on the 
“porosity sand thickness” method or 
“open flow” do not appear to have 
been founded on reliable or proper 
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data. Further than that it appears 
that when adequate development of a 
field has been reached and satisfactory 
pressure and production data are 
available, such as is found to be the 
case in the Texas Panhandle field, the 
pressure decline method, when prop- 
erly used, is to be desired over those 
methods used by the company witness- 
es depending as they do solely upon 
matters of judgment. 

The major criticisms made by 
Canadian Company of Commission 
staff estimates were: (1) the pres- 
sure decline method cannot be applied 
to the Texas Panhandle field, (2) the 
use of quadrants in applying the meth- 
od was incorrect, (3) account was not 
taken of the migration of gas under 
Canadian’s acreage, (4) a 25-pound 
abandonment pressure is too low, and 
(5) account was not taken of the early 
unmetered production in the field. 

The pressure decline method is rec- 
ognized as a satisfactory method of 
estimating gas reserves in a field that 
is depleted as much as 15 per cent or 
more and where reliable pressure and 
production data are available. The 
Texas Panhandle field meets these 
qualifications. It is a well-developed 
field and the pressure and production 
records maintained by the Texas Rail- 
road Commission are adequate and 
satisfactory. The estimates of Cana- 
dian Company witnesses based on po- 
rosity, pay thicknesses, and open flow 
were not founded on proper data and 
must be considered essentially unreli- 
able. 

The dispute concerning the accuracy 
of the mathematical result following 
the method used by Commission staff 
of dividing the entire field into quad- 
rants and averaging these quadrants 
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js not clearly resolved on the record. 
The Commission recognizes, however, 
that for the field as a whole the Com- 
mission staff arrives at an average of 
15,400 thousand cubic feet of remain- 
ing reserves per acre as compared with 
only 11,600 thousand cubic feet of re- 
maining reserves per acre under Ca- 
nadian Company acreage. If the 
method of averaging of quadrants is 
incorrect, it certainly has favored the 
company position of lower reserves. 
The record shows that Canadian acre- 
age is considered among the very best 
in the entire field. 

The differences of opinion as to 
whether Commission staff estimate al- 
lowed for the migration of gas from 
Canadian Company acreage occupies 
considerable space on the record. The 
pressure decline method, theoretically, 
automatically accounts for any migra- 
tion. If the iso-baric maps are prop- 


erly drawn this factor is accounted 
for. 
The 
Canadian Company’s remaining criti- 
cisms of the Commission staff esti- 
mate, abandonment pressure, and un- 


Commission has_ considered 


metered production. There are many 
factors which will influence the pres- 
sure at which wells will be abandoned. 
The time of abandonment is so far in 
the future, however, that the answer 
at this time must be somewhat specu- 
lative. Similarly, any estimate of the 
amount of unmetered gas produced 
and wasted in the first years of the 


f field must also be somewhat specula- 


tive. 

After weighing all the pertinent 
facts of record and making due allow- 
ance for the criticisms of the estimate 
submitted by Commission staff, the 
Commission concludes that Canadian 


221 


Company’s remaining recoverable re- 
serves, as of December 31, 1939, are 
not less than 2,800,000,000 thousand 
cubic feet at 14.65 pounds pressure 
base and an abandonment pressure of 
approximately 50 pounds. 

At the present and expected future 
rate of production of about 55,000,- 
000 thousand cubic feet a year, the 2,- 
800,000,000 thousand cubic feet of 
recoverable reserves will last fifty- 
three years. This determination, 
therefore, settles the last remaining 
question, that of the probable length 
of life of the enterprise. For purposes 
of applying the service life principle 
for depreciable property it is necessary 
to make certain that the life of the en- 
terprise will exceed that of the long- 
est life of any major unit of property. 
A life of fifty years, from 1928, or a 
remaining life, from December 31, 
1939, of thirty-eight years has been 
assigned to main line pipe. Thus, the 
remaining estimated 53-year life of re- 
serves leaves an ample margin for a 
substantial increase in rate of produc- 
tion. 

For purposes of depleting the cost 
of production plant the “production 
method” is used. Each thousand cu- 
bic feet of gas produced carries with 
it a unit allowance for depletion ex- 
pense. If the rate of production in- 
creases, the allowance for depletion in- 
creases proportionately. Thus, irre- 
spective of the time within which the 
remaining reserves are used up, total 
investment in production facilities will 
be. returned to the company in deple- 
tion expense allowances. 

The Commission recognizes that an 
expected remaining life of thirty- 
eight years for an extractive industry 
may be considered long. Canadian 
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and Colorado companies’ contentions, 
however, that the business will be 
abandoned by 1956, or in sixteen 
years from 1940, are not substantiat- 
ed by any reliable evidence. The Com- 
mission takes note of the fact that the 
Texas Panhandle field and the adja- 
cent Hugoton field are the largest 
known reservoirs of natural gas in the 
world. Natural gas companies relying 
upon these fields, directly or indirect- 
ly, for their source of supply may be 
expected to continue in business for 
many years to come. 

Parenthetically, it may be noted at 
this point that it makes little difference 
whether the service life principle 
based on the longer expected life, or 
the company’s amortization principle 
based upon a 1956 expiration, is adopt- 
ed. The net results as to excess earn- 
ings are substantially the same, pro- 
vided consistency is maintained in 
computing the annual expense and the 
accrued depreciation and depletion re- 
serve requirements. This result is a 
striking illustration of the fact that 
if consistency is followed in the treat- 
ment of accrued and annual deprecia- 
tion or amortiz on, reasonable re- 


As of December .1, 1939 
Accrued depletion 
Accrued depreciation 
Accrued amortization 


Year 1939 
Depletion expense 
Depreciation expense 
Amortization expense 


sults may be expected, almost irrespec- 
tive of the method or theory adopted, 


Conclusions as to Depreciation, 
Depletion, and Amortization 


In view of the foregoing, the Com. 
mission adopts herein the service life 
principle for determining annual and 
accrued depreciation and the produc. 
tion method for determining annual 
and accrued depletion of production 
facilities, using 2,800,000,000 thou. 
sand cubic feet as the remaining re- 
coverable reserves as of December 3], 
1939. No serious controversy arose 
over the estimated service lives used 
by the Commission staff for the vari- 
ous classes of property other than 
main line pipe.” These estimates stand 
as reasonable, and are adopted. Us- 
ing these estimates of service lives, the 
2,800,000,000 thousand cubic feet of 
remaining recoverable reserves ® and 
the plant costs adopted as set forth 
hereinabove, the following amounts 
are obtained as proper for annual de- 
preciation, depletion, and amortiza- 
tion expense and accrued depreciation, 
depletion, and amortization. 


Canadian 
Company 


Colorado Wyoming 
Company Company 


$ 
2,674,805 
118,605 


$2,793,410 


1,480,948 


Si 508 
395,944 





$2,134,629 $395,944 


> ae 
157,774 38,280 





$238,743 $282,195 $38,280 





12 The controversy on the estimated life of 
main line pipe was involved in the estimates 
of natural gas reserves and the remaining life 
of the enterprise. 

18 For purposes of depleting gas well con- 
struction costs the reserves under the wells, 
rather than those under the entire acreage 
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were used. Based on the total 2,800,000,000 
thousand cubic feet these reserves were de- 
termined to be 1,724,000,000 thousand cubic 
feet as of December 31, 1939. This is in ac- 
cordance with the alternative method of de- 
a submitted in evidence by Commission 
staff. 
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The amortization shown above for 
Colorado Company covers the cost of 
the contract for the sale of gas to 
Colorado Springs. The amount of 
amortization accrued and the annual 
allowance are both in accordance with 
the present practice of Colorado Com- 
pany in accounting for the total cost 


of 236,666. 


Rate Base 


Two factors in addition to original 
cost and accrued depreciation must be 
considered before the rate base for 
each company can be determined. 
These are: (1) working capital and 
(2) allowance for property additions 
since December 31, 1939. 


Working capital. 

[18] There is not a large difference 
between the working capital require- 
ments determined by Commission staff 
and by the respective companies. Com- 
parisons of these amounts are shown 
in the following table: 


Working Capital Requirements 
Canadian Colorado Wyoming 
Company Company Company 

Claimed by com- 
pany $19C,000 $120,000 $45,490 
Commission staff 150,738 109,065 16,235 


$39,262 $10,935 $29,255 





Difference 


The differences shown are largely 
due to the inclusion by the companies 
of an allowance for minimum bank 


balances. These cash balances need 
not be provided for separately and 
were not included in the Commission 
staff estimates. The record is clear 
that delayed expense items, such as in- 
come taxes, provide ample funds for 
this purpose. Accordingly, the 
amounts determined as reasonable by 
Commission staff are adopted herein. 
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Property additions. 

[19] There is evidence in the rec- 
ord of probable future additions to 
plant for all three companies. A num- 
ber of these additions, estimated at the 
time, have since been made. Allow- 
ance for these additions appears rea- 
sonable. Accordingly, an allowance 
for plant additions to December 31, 
1941, is made herein. The allowances 
for the three companies are as follows: 

Additions Allowed 
12/31/39 to 12/31/41 
Canadian Company 
Colorado Company 
Wyoming Company 

It is contended that future additions 
beyond those of 1941 and as far as 
1947 should be considered. At this 
time such probable future additions 
must still be considered speculative. 
Furthermore, in allowing the above 
additions without a concomitant de- 
duction for additional depreciation 
and depletion reserves accumulated 
during the same years, the Commis- 
sion is treating the companies more 
than fairly. The estimated reserve ac- 
cruals for two years for Colorado 
Company are larger than the above ad- 
ditions and Canadian Company’s esti- 
mated reserve accruals for two years 
are almost as large as the above addi- 
tions. For any long period of time re- 
serve accruals will be larger than addi- 
tions ; hence the rate base would be low- 
er if both items were considered. (A ft- 
er a natural gas company has reached 
full commercial operations, the net 
investment—that is, cost less related 
reserves—tends to decrease with the 
lapse of time and with production. ) 


Contributions in aid of construction. 
[20] Wyoming Company has on 

its books amounts, when properly clas- 
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sified, representing contributions in 
aid of construction. The payments 


Original cost as of Dec. 31, 1939 
Less : 


Accrued depreciation, depletion, and amortization .. 


Depreciated original cost 
Plus : 

Working capital 

Additions to Dec. 31, 1941 
Ss: 

Customer contributions 


Prudent investment 


were made by customers for construc- 
tion of certain facilities incident to 
service to such customers. The evi- 
dence is that the average balance of 
such account was $12,183. The 
amount is no longer refundable. It 
represents no investment by Wyoming 
Company. Accordingly, the amount 
should be deducted from the plant 
costs here to be utilized as a rate base. 


Going value. 

[21] The Wyoming Company con- 
tended that an amount of $175,000 
should be added to cost of plant for 
going value. The amount is a judg- 
ment figure wholly unrelated to any 
costs or outlays. This Commission 
and regulatory agencies in general 
have consistently condemned the ar- 
bitrary additions to the rate base of 
such fictitious element of value. It is 
significant that neither Canadian Com- 
pany nor Colorado Company intro- 
duced any such claim. 

The amount claimed by Wyoming 
Company for going value is deemed 
unjustified and is not included in the 
rate base. 


Conclusions as to rate bases. 

There follows a summation of the 
rate base for each company based up- 
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on the conclusions reached herein as 
to each of the items involved. 


Colorado 
Company 
$11,879,409 

2,793,410 
$9,085,999 


109,065 


Canadian 
Company 
$10,784,464 

2,134,629 
$8,649,835 


150,738 
571,923 


Wyoming 
Company 
$1,678,878 

395,944 
$1,282,934 


16,235 
78,813 


(12,183) 
$1,365,799 








$9,372,496 $9,532,064 


The Commission therefore adopts 
the foregoing prudent investment 
amounts as the rate base for each 
company. 


Revenues and Expenses 


None of the companies offered in 
evidence a complete income statement 
for any period of its operations. 
Fragmentary sections thereof, such as 
revenues, operating expenses, and 
taxes were presented separately, in 
numerous exhibits. Canadian Com- 
pany’s operating costs were stated in 
accordance with the terms of its con- 
tract with Colorado Company rather 
than on the basis of recognized prin- 
ciples of expense classification. Colo- 
rado Company showed revenues and 
expenses separately for the Denver 
line and the Texoma Natural Gas 
Company deliveries. Wyoming Com- 
pany introduced an income statement 
but omitted therefrom all considera- 
tion of annual depreciation expense. 


The only complete income state- 
ments are to be found in Commission 


staff exhibits. These exhibits con- 
tained a complete analysis covering 
each of the years, 1937, 1938, and 
1939. Brief summary statements 
were also introduced for the twelve 
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months ended September 30, 1940. 
A comparative analysis of these 
statements reveals little difference in 
the net operating results for 1939 
compared with either the 3-year aver- 
age or the twelve months ended Sep- 
tember 30, 1940. 

The Commission is aware of the 
substantial increase in natural gas 
sales due to the country’s war efforts. 
It also takes note of the increasing 
costs of operation. In the natural 
gas industry, however, operating la- 
bor and materials are a comparative- 
ly small part of total costs. All fac- 
tors considered, it may reasonably be 
expected that revenues will increase 
as rapidly, if not more rapidly, than 
costs for all three companies. Nev- 
ertheless, for purposes of this order, 
1939 revenues and costs are consid- 
ered to be representative of the rela- 
tionship that will exist between these 
items in the immediate future. Pre- 
diction of future conditions, particu- 
larly under present emergency condi- 
tions, is beset with more than average 
difficulty. Use of 1939 figures, how- 
ever, undoubtedly resolves most of 
the doubts as to future operation con- 
ditions in favor of the companies. 

Operating revenues as reported by 
the companies and the staff are essen- 
tially in agreement. The staff ad- 
justed revenues so as to state all de- 
liveries and revenues on a calendar 
year basis. These adjustments are 
minor and are accepted as reasonable. 
The 1939 operating revenues adopted 
herein for each of the three com- 
panies follow: 


Operating Revenues 


J 


$2,393,387 
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Depreciation and tax expenses will 
be considered along with operating 
expenses in the following discussion. 
The most important single item of ex- 
pense concerning which a wide dif- 
ference exists between Commission 
staff and each of the companies is the 
annual allowance for depreciation ex- 
pense. This has been discussed fully 
hereinbefore and appropriate allow- 
ances determined. 

Commission staff recommended a 
number of adjustments to operating 
expenses and taxes as found recorded 
on the books of the companies. In 
some cases they did not adjust the 
items but suspended them for subse- 
quent Commission decision. A brief 
discussion of the adjustments and 
suspensions found reasonable and 
adopted herein follows for each com- 
pany : 

Canadian Company. 

To the extent that any comparison 
is possible, there is only a small dif- 
ference between operating expenses 
as shown in Canadian Company ex- 
hibits and as shown in Commission 
staff exhibits. But, as stated previ- 
ously because of the fragmentary na- 
ture of Canadian Company’s exhibits, 
it is necessary to deal with the Com- 
mission staff figures exclusively. 

For 1939 Commission staff re- 
ported operating expenses, as adjust- 
ed, of $665,287 and before adjust- 
ments of $746,556. Almost the en- 
tire adjustments are concerned with 
residual operations expenses. With 
the exception of the adjustment of 
$11,722 in connection with the joint 
operations of the Texoma Natural 
Gas Company’s Fritch gasoline plant 
and an item of $223 of nonrecurring 
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expense, the balance of the staff ex- 
pense adjustments are found reason- 
able. Unless the balance of the ad- 
justments are made, operating ex- 
penses are overstated by the amount 
thereof. As a result of the above 
changes to the staff adjusted amount 
of $665,287, operating expenses for 
1939 are found to be $677,232. 

A further deduction of $6,614 for 
delay rental expense is found neces- 
sary. This amount was included in 
expenses by Commission staff since 
an adjustment to the plant account 
was made of $151,591 for past delay 
rentals capitalized. This plant ad- 
justment was not adopted herein and 
it is, therefore, necessary to deduct 
the amount of $6,614 from 1939 ex- 
penses. After deducting this amount, 
a balance of $670,618 is obtained for 


operating expenses. 


To this amount for operating ex- 
penses of $670,618, two items must 
be added. First, exploration and de- 
velopment costs of $41,573 for 1939. 
Second, an allowance for rate case ex- 


pense. Actual rate case expense for 
1939 was suspended by Commission 
staff for Commission consideration. 
It is customary to amortize such ex- 
penses over a period of five years, 
or more. Canadian Company in its 
exhibits claimed $41,000 a year for 
five years as necessary to cover its 
total costs. A close scrutiny of some 
of the rate case expenses might show 
certain expenditures as unreasonable 
charges against ratepayers. For pur- 
poses of this order, however, the 
Commission adopts the full annual 
amount claimed by the company as 
well as the 5-year amortization 
period. 

The addition of the above two 
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items results in an amount of $753. 
191 as the 1939 operating expense; 
of Canadian Company, which amount 
is considered as reasonable. 

The total taxes of Canadian Com. 
pany for 1939, including Federal in- 
come taxes, were $177,162. Com. 
mission staff deducted an amount of 
$2,021 of Federal capital stock tax 
and suspended all Federal income tax 
of $66,403 for further consideration, 
The Commission staff deduction is 
not adopted and the suspension is 
also reinstated. 

Commission staff suspended all 
Federal income taxes. This was done 
to call attention to the fact that a 
tax adjustment would be necessary 
if the Commission changed rates and, 
therefore, profits. The reduction in 
charges and consequent reduction in 
taxable income ordered hereinafter 
would result in a substantial decrease 
in income taxes at the 1939 rates. 
However, tax rates have increased 
over those of the past. Accordingly, 
the full amount of the 1939 income 
taxes of $66,403 are allowed herein 
and these together with increase in 
business are considered as fair esti- 
mates of the future as can now be 
made. 

A summary of the operating reve: 
nue deductions for 1939 found 
proper and reasonable herein for G- 
nadian Company follows: 

Operation expense 


Depreciation expense 
Depletion expense 


Total revenue deductions .... 


The deduction of this amount from 
the 1939 revenue of $2,393,387 
leaves a balance of $1,224,291 as the 
1939 income available for return. 
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Colorado Company. 

Again, for reasons hereinbefore 
set forth, it is necessary to deal ex- 
clusively with expenses as shown by 
Commission staff exhibits. Operat- 
ing expenses, as adjusted, for 1939 
were reported as $425,019, and be- 
fore any adjustments (but after re- 
classifications to conform to the sys- 
tem of accounts), $432,643. These 
expenses are exclusive of the cost of 
purchased gas for 1939 of $2,112,- 
951. 

Commission staff adjustments to 
operating expenses consist chiefly of 
a deduction of $7,360 from trans- 
mission line maintenance. The evi- 
dence on record tends to support this 
deduction. However, for purposes 
of this order the operating expense 
of $432,643, as shown by the Colo- 
rado Company on its books (reclassi- 
fied) is adopted. 

Adding to this operating expense 
of $432,643, an allowance for amor- 
tizing expenses in connection with 
these proceedings is considered rea- 
sonable. During 1939 Colorado Com- 
pany reported expenses of $58,290 in 
connection with the rate case. These 
expenses were suspended by Commis- 
sion staff for further consideration. 
In its evidence Colorado Company 
claimed an annual allowance of $43,- 
000 for a 5-year period to cover its 
total estimated expenses attributable 
to the rate case. This amount is ac- 
cepted herein as the best estimate on 
record as to a proper allowance for rate 
case expense. The addition of this al- 
lowance to operating expenses of 
$432,643 results in a total allowance 
of $475,643. 

Total taxes, including Federal and 
state income taxes, for 1939 were 
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$637,641. Commission staff deducted 
an amount of $22,693 representing a 
portion of Federal capital stock tax 
as not properly includible in gas ex- 
pense. Because of the general tax 
situation, the Commission allows this 
portion of capital stock tax as a proper 
charge. 

Federal and state income taxes for 
1939, included in the total taxes of 
$637,641, are $419,040. These income 
taxes were suspended by Commission 
staff for further consideration. For 
reasons given in discussing a similar 
item of expense of the Canadian Com- 
pany, the item is allowed in full. 

There is no controversy as to the 
1939 actual cost of purchased gas for 
resale of $2,112,951." This is the larg- 
est and predominating item of operat- 
ing costs. The reasonableness of this 
charge made by Canadian Company is, 
of course, involved in this case. Any 
adjustment in Canadian Company 
rates and charges by order will result 
in an adjustment of this cost item. 

A summary of the revenue reduc- 
tions found proper and reasonable for 
the Colorado Company follows: 
Operating expenses 
Cost of purchased gas 


Depreciation expense 
Amortization expense 


.- $3,508,430 


Total revenue deductions .. 


The deduction of this amount from 
the 1939 revenue of $5,773,010 leaves 
a balance of $2,264,580 as the 1939 
income available for return. 
Wyoming Company. 

Essentially the only difference be- 
tween company and Commission staff 





14 Total gas purchased was $2,126,330. The 
difference, or $13,379, represents gas used in 
company operations and is included in operat- 
ing expenses. 
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statement of operating expenses is in 
the staff suspension of all rate case 
expense. During 1939, a total of 
$14,282 was reported as rate case ex- 
pense. Wyoming Company’s estimate 
of rate case expense for 1939, 1940, 
and 1941 totaled approximately $87,- 
660. On the basis of amortizing this 
expense over a 5-year period, an an- 
nual allowance of $17,500 is made. 

Commission staff recommended de- 
ductions from operating expenses for 
1939 of $2,579 are accepted. Includ- 
ed in this total is $1,657 representing 
expenditures for entertainment and 
donations not properly includible in 
operating expenses. The balance, 
$922, represents a series of minor ad- 
justments. 

Allowing the $17,500 for rate case 
expense and accepting the miscellane- 
ous adjustments of $2,579 result in 
total operating expenses for 1939 of 
$85,364. This amount is exclusive of 
the cost of purchased gas. 

The 1939 cost of purchased gas, 
after adjustment to a calendar year 
basis, was $498,103. During the year 
the rate for purchased gas from Colo- 
rado Company increased from 20 cents 
per thousand cubic feet to 224 cents 
per thousand cubic feet. The differ- 
ence between the amount paid in 1939 
and the cost for the full year 1939 on 
the 224-cent rate is $23,120. Operat- 
ing expenses have not been increased 
by this amount and need not be in- 
creased since the reasonableness of this 
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224-cent rate of Colorado Company a; 
well as its other rates for resale ga 
are under consideration in this pro. 
ceeding. In the allocation of costs 
discussed in the following section, ap. 
propriate consideration is given to thi 
inter-relationship of revenues of th: 
selling company and costs of the pwr. 
chasing company. 

As in the case of taxes for Canadia 
Company and Colorado Company, anj 
for the same reasons set forth in thy 
discussion thereof, Wyoming Com 
pany’s actual taxes for the year 193} 
are adopted herein. For 1939 th 
total taxes, including income taxes 
were $57,106. 

A summary of the operating reve 
nue deductions for 1939 found prope 
and reasonable herein for Wyoming 
Company follows: 


Operating expense 
Cost of gas purchased 
Depreciation expense 


Total revenue deductions 


The deduction of this amount from thi 
1939 revenue of $828,941 leaves a bal 
ance of $150,088 as the 1939 incom 
available for return. 


Conclusions as to income available for 
return. 

For convenience, there follows a ta 
ulation of the operating revenue, 0 
erating revenue deductions, and resul! 
ing income available for return for th 
year 1939 for all three companies: 
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Dperating revenue 


Dperating revenue deductions 
Operating expenses 

Cost of gas purchased 
Depletion 

Depreciation 

Amortization 


ncome available for return 


Rate of Return 


[22,23] There is no exact or fixed 
ormula for determining a reasonable 
ateof return. In the final analysis the 
ate of return fixed must be the Com- 
mission’s best judgment of what is 
air, based on the evidence of record 
nd guided by the basic facts required 
by law to be considered. These basic 
acts are best set forth in the opinion 
f the United States Supreme Court 


o. v. West Virginia Pub. Service 
ommission, 262 US 679, 67 L ed 
176, PUR1923D 11, 43 S Ct 675. 
he requirements stated that consid- 
ration be given to the returns earned 
y like investments which are attend- 
d by corresponding risks and uncer- 
hinty in the same vicinity and over 
he same period of time are well 
nown. 

The record contains a great amount 
f testimony on rate of return. Four 
itnesses for the companies and one 
‘itness for Commission staff offered 
xhibits. Opinion of company wit- 
esses indicates a fair rate of return 
D be not less than 8 per cent. Evi- 
ence of Commission staff witness 
dicates a fair rate of return as not 
ore than 64 per cent. 


Commission staff exhibits con- 
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Canadian 
Company 


$2,393,387 


Colorado 
Company 


$5,773,010 








$753,191 $475,643 


2,112,951 

157,774 
177,162 
$1,169,096 
$1,224,291 








$3,508,430 
$2,264,580 


$678,853 
$150,088 














tained complete and comprehensive 
studies of the history and trend of in- 
terest rates, stock yields, stability of 
earnings of public utilities and other 
enterprises, general economic condi- 
tions, and local conditions in the area 
of the market served. In addition, 
general statistics of the natural gas 
industry and present facts concerning 
the ownership, issuance, prices, and 


yields of securities of natural gas 
pipe-line companies, were introduced. 
Company witnesses relied primarily 
upon judgment or a far more limited 
study of financial experience of utili- 
ties, natural gas companies, and other 
enterprises, both in the past and for 


the present. Nevertheless, the ex- 
hibits of practically all witnesses 
show that over-all returns are lower 
than before and that the returns be- 
ing demanded by investors are among 
the lowest that have ever existed. 
Canadian Company has a long- 
term, and essentially cost of service 
contract, with its affiliate, Colorado 
Company. Colorado and Wyoming 
companies’ sales are also principally 
to subsidiaries or affiliates and to 
stable markets. Colorado Company’s 
principal industrial sale to Colorado 
Fuel and Iron Corporation is made to 
an affiliate. All these facts materially 
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reduce basic business risks that might 
be present under other circumstances. 

Parenthetically, one important dif- 
ference exists between the circum- 
stances in this case and in the Natural 
Gas Pipeline Company Case (1941) 
120 F(2d) 625, 38 PUR(NS) 257. 
Due to the very large sales made to 
Colorado Fuel and Iron Corporation 
the proportion of Colorado’s total in- 
dustrial sales to its city gate sales for 
resale is very much larger than for 
Natural Gas Pipeline Company. 
Rates to such industrials are not sub- 
ject to the jurisdiction of this Com- 
mission and are limited in a large 
measure by costs of competitive fuels, 
such as coal and oil. As it will be 


shown subsequently, a portion of the 
total earnings in excess of a fair rate 
of return of Colorado Company are 
properly allocable to these main line 


customers but no reduction in these 
rates is ordered. The amount of 
these earnings in excess of 64 per cent 
rate of return is approximately $131,- 
000. If Colorado Company retains 
these earnings in excess of a 64 per 
cent rate of return on its sales to 
these customers, its rate of return on 
its entire business is increased to ap- 
proximately 8 per cent after placing 
into effect the reductions in rates or- 
dered herein. 

Evidence of record shows that the 
natural gas industry is now recog- 


nized as a major utility indust 
which has passed its experiment 
and development period. It is no 
seasoned. Its securities are attra 
tive to, and held in large amounts } 
institutional investors and recent 
nancing has been at low interest rate 
The Commission takes note of th 
fact that in 1940 Colorado Company 
refinanced its outstanding bonded in 
debtedness at an interest rate of 2 
per cent. 

After consideration of all the te 
timony of record relating to the fix 
ing of a fair rate of return, the Co 


on the bases herein found to be re 
sonable, is the maximum rate of r 
turn that can be considered fair 4 
this case for all three companies. 
The Supreme Court in its decisio 
of March 16, 1942, in the case 0 
Natural Gas Pipeline Co. v. Feder 
Power Commission, — US —, 86 
ed —, 42 PUR(NS) 129, 144, 6 
S Ct 736, 747, fully supports thi 


view. 


Conclusions as to amount of excess 
returns. 

Application of this rate of retun 
to the respective rate bases of eal 
company as determined herein resul 
in the amount of return considered: 
reasonable for each company. 
following summary tabulation sho 
the rate base, income available for tt 





15In its discussion of “Fair Rate of Re- 
turn” in that case, the court states: 

“The Commission found that ‘64 per cent is 
a fair annual rate of return upon the rate base 
allowed,’ which it had characterized as ‘a 
generous allowance.’ The courts are required 
to accept the Commission’s findings if they 
are supported by substantial evidence. Section 
19(b), 15 USCA § 717r(b). We cannot say 
on this record that the Commission was bound 
to allow a higher rate. . . . 

“The business is in the same position as 
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other similar businesses with respect to i 
creased taxation, inflation, and costs of ope 
tion. Other factors such as credit risks, ris 
of technological changes, varying dematl 
for product, relatively small labor requi 
ments, and conversion of inventory into @ 
compare more favorably. After a full const 
eration of all of these factors and of ex 
testimony, the Commission concluded that # 
prescribed reduction in revenues was just # 
reasonable, and that the 64 per cent was 
fair rate of return.” 
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m, reasonable return (63 per cent 
n rate base), and excessive return 
or all three companies : 


Income available for return 
64% on rate base 
Excessive returns (2 minus 3) 


Allocation of Costs 


[24, 25] It is readily apparent 
at the foregoing determination of 
armings in excess of a reasonable re- 
mn, by companies, is based upon all 
e components of a rate case, in ef- 
ect at the time, specifically applicable 
o each of the companies as separate 
perating entities. This has been 
ecessary because there are present in 
e proceeding three separate and dis- 
nct rate cases. 

However, to stop there is to ig- 
ore realities. The entire project, al- 
ough involving facilities of three 
orporate entities, is, for all practical 
urposes, a single project now de- 
igned to produce, gather, transmit, 
nd sell natural gas from the Texas 
anhandle field to consumers along 
e line as far north as Cheyenne, 
Vyoming. The operation of the 
roject is such that it is impossible, 
or example, to alter the rates of Ca- 
adian Company without simultane- 
usly affecting the reasonableness of 
e rates of Colorado Company. 
ikewise the rates of Colorado Com- 
any cannot be altered without affect- 
g the rates of the Wyoming Com- 
any, 

Accordingly, if the ratepayer is to 
eceive all to which he is justly en- 
tled, we are compelled to determine 
olorado Company’s proportionate 
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share of the reduction ordered for 
Canadian Company in the sum of 
$614,916 and to cause that amount 


Colorado 
Company 


Canadian 


Wyoming 
Company 


Company 
$9,535,000 $1,366,000 
2,264,580 150,088 
619,775 88,790 
1,644,805 61,298 


plus the excess earnings of Colorado 
Company in the sum of $1,644,805 to 
be passed on to its customers. In 
turn the rates of Wyoming Company 
must be revised downward to reflect 
the saving in gas purchased as a re- 
sult of the foregoing plus its previ- 
ously determined excess earnings in 
the amount of $61,298. The orders 
that we adopt will be designed to 
accomplish that result. 

The Commission is aware that in 
an investigation such as this it is in- 
cumbent on it to determine the rea- 
sonableness or unreasonableness of 
the rates and charges subject to its 
jurisdiction. This requires that the 
total costs of operations, including 
depreciation, taxes, and a fair return, 
be distributed among the various cus- 
tomers served, individually or by ap- 
propriate groups. To the extent that 
such costs allocated to sales under the 
Commission’s jurisdiction are less 
than revenues received, the rates and 
charges made are unjust and unrea- 
sonable, and revenues must be re- 
duced accordingly. 

It does not follow, from this ob- 
ligation of the Commission, that an 
allocation of physical property or 
portions thereon, must be made, be- 
fore any excessive returns are deter- 
mined, as seems to be the contention 
of the companies. In fact, the frag- 
mentary presentation by the com- 
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panies of revenues and expenses par- 
ticularly, is rooted in the attempt to 
make property allocations first and 
as a starting point for all subsequent 
exhibits and testimony. Nowhere in 
the entire evidence submitted by Ca- 
nadian and Colorado companies is 
there a complete presentation of the 
entire operations of the company 
broken down between jurisdictional 
and nonjurisdictional operations. 

All that can be accomplished by an 
allocation of physical properties can 
be attained by allocating costs includ- 
ing the return. The latter method is 
by far the most practical and business- 
like. 

Canadian and Colorado companies 
submitted a number of so-called al- 
location studies. Each is premised on 
a different theory or principle, and 
starts with the Denver line as distinct 
from other operations. These the- 
ories varied from assuming a field 
price for gas as the prevailing market 
price, to the construction and opera- 
tion of a separate line for city gate 
resale deliveries only. For the most 
part the assumptions made either do 
not square with realities or are pat- 
ently unreasonable as applied to prop- 
erties and operating conditions such 
as those concerned. 

Commission staff exhibits on cost 
allocation followed principles that 
have long been recognized as reason- 
able in the public utility field and are 
widely accepted. Therein costs are 
divided essentially into two groups, 
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fixed and variable. Fixed costs x 
largely joint costs which do not vz 
with volume of sales. The toy 
amount of such costs are largely pr 
portional to the maximum demanfi 
on the system or system capacity. Ag 
cordingly, these costs have been d 
located basically in proportion to ead 
customer’s responsibility for the ped 
day demand. Variable costs a 


largely those that vary proportion 
to output or volume of sale. Ag 
cordingly, these costs have been z 
located in proportion to volume dm 
gas purchased by each customer. —& 


The principles and methods of 
allocation presented by Commissio 
staff are obviously the most appropri 
ate and reasonable for Canadian ani 
Colorado companies. Applying th 
physical and operating data submitted 
in evidence by Commission staff 
total costs for each company resu 
in the allocations shown in the follow 
ing table. The total cost of servi 
for Colorado Company is the amout 
found reasonable herein except fo 
purchased gas. The actual cost 0 
gas purchased from Canadian Co 
pany of $2,126,000 is eliminated 2 
there is substituted the proper alloca 
ed cost of $1,575,000. This is ar 
duction of $551,000. This amo 
added to the excess returns of $l; 
645,000, based on the present cost 0 q 
gas, makes a total of $2,196,000: 
the new excess earnings over 64 ff 
cent rate of return. 
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Canadian Company sales to Col- 
ado Company and to Clayton Gas 
ompany are made under rate sched- 
es on file with the Commission, 
C Rate Schedules Nos. 1 and 2, 
spectively, and are under its juris- 
tion. As indicated above, revenues 
om these sales exceed the costs by 
61,000. Accordingly, the Com- 
ission finds the Canadian Com- 
ny’s rates and charges under its 
PC Rate Schedules Nos. 1 and 2 
just and unreasonable and by or- 
t hereinafter entered requires the 
mpany to reduce its rates and 
arges by that amount. 
All Colorado Company sales clas- 
hed as “Sales to Other Gas Utili- 
s’ and its sales to Natural Gas 
peline Company are made under 
e schedules on file with the Com- 
ssion, and are under its jurisdic- 
nm. As indicated above, total rev- 
1es from these sales exceed costs 
$2,065,000. A distribution of 
S total between resale customers 


233 


Excess 
Revenue 
Over Costs 


Allocated 
Revenue Costs 


$1,575,000 $551,000 
15,000 10,000 
152,000 53,000 
28,000 1,000 


$1,770,000 $615,000 
8,000 Bee 


’ 








$1,778,000 $615,000 
Excess 
Revenue 

Over Costs 


Allocated 
Costs 


$1,162,000 
33,000 
1,652,000 


Revenue 
$1,277,000 
49,000 


3,062,000 
1,376,000 721,000 


$5,764,000 $3,568,000 
9,000 9,000 


$5,773,000 $3,577,000 


655,000 
$2,196,000 








$2,196,000 


and to Natural Gas Pipeline Company 
is shown in the attached Exhibit A. 
Accordingly, the Commission finds 
the Colorado Company’s rates and 
charges under its Rate Schedules 
Nos. 1, 2, 3, 4, 5, 6, 7, 8, and 9 un- 
just and unreasonable and by order 
hereinafter entered requires the com- 
pany to reduce these rates and charges 
by the amount of $2,065,000 annu- 
ally. 


Colorado-W yoming Gas Company 


In preparing its allocation of costs 
for Wyoming Company, Commission 
staff departed from the use of the sys- 
tem peak day for allocating demand 
(fixed) costs and combined the sep- 
arate class peaks of resale customers 
and of main line industrial custom- 
ers. This method is commonly used, 
but under the particular circumstan- 
ces surrounding the deliveries of gas 
to the industrial customers involved, 
a variation from that method as here- 
inafter set forth would be in keeping 
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with the company’s operations. The 
Colorado Portland Cement Company, 
the principal main line industrial user, 
is curtailed regularly during system 
peak days. Its demand on the system 
peak day is, in our opinion, a proper 
measure of its proportionate share of 
demand costs than its highest off-peak 
demand. Accordingly, the principles 
and methods of cost allocation pre- 
sented by Commission staff are adopt- 
ed with the modification that the co- 
incident demands of all customers on 
the system peak day are used, and 
with exception of deliveries to High- 
way Gas Company. 

Deliveries to Highway Gas Com- 
pany are for all practical purposes an 
exchange of gas with Goodstein Pipe- 
line Company. The total amount of 
revenue involved is less than $700 per 
year. In view of these facts no at- 
tempt was made to make a special cost 
study and costs have been made to 
equal revenues. 


The total costs of Wyoming Com- 
pany to be allocated are those found 
reasonable herein with the exception 
of the cost of purchased gas. As 
shown in Exhibit B attached, the 
charges made by Colorado Company 
to Wyoming Company exceed costs 
by $98,000. A _ reduction of this 
amount ordered herein reduces Wy- 
oming Company’s total costs (includ- 
ing return) from $768,000 to $670,- 
000 and increases the amount of ex- 
cess returns as shown in the previous 
section on “Rate of Return” from 
$61,000 to $159,000. 

A summary of the results of this 
allocation of costs follows: 


Excess 


evente 
Allocated Over 
Costs Costs 


$201,000  $35,00 
6,000 5,0 


Revenue 

Direct industrial 
$236,000 

Sales to public 
i 11,000 


Authorities .. 
Sales to other 
gas utilities ... 582,000 463,000 119.0% 
$829,000 $670,000 $1590 
All Wyoming Company “Sales 
Other Gas Utilities” are made unde 
rate schedules on file with this Con. 
mission and are under its jurisdic. 
tion. As indicated above a total rey. 
enue from these sales exceed costs by 
$119,000. The balance of the exces 
revenues (allocated to other custom. 
ers) is $40,000 which if not passed 
on in rate reductions will increase the 
over-all rate of return earned by Wy- 
oming Company from 64 per cent ty 
approximately 94 per cent. 

The amount of the reduction i 
charges determined above are mate 
rially dependent upon the reduction in 
charges of Colorado Company t 
Wyoming Company. The Commis 
sion order entered herein grants Wy 
oming Company thirty days from anf 
after the effective date of the ne 
rates required to be filed by Colorati 
Company for the filing of its own ot 
dered reduced rates. 

The Commission finds Wyoming 
Company’s rates and charges unde 
its FPC Rate Schedule Nos. 1, 2,3 
4, and 5 unjust and unreasonable ant 
by order hereinafter entered, require 
the company to reduce these rates aml 
charges by the amount of $119.00 
annually. 

Appropriate orders will be enterd 
in conformity with this opinion. 
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SECURITIES AND EXCHANGE COMMISSION 


Re The United Corporation 


[File No. 70-505, Release No. 3391.] 


Security issues, § 13.3 — Alteration of rights — What constitutes — Reduction 
in stated value. 

1. A restatement of preference stock capital by a registered holding com- 
pany is subject to § 6(a)(2) of the Holding Company Act, 15 USCA 
§ 79f(a)(2), which requires a declaration under § 7, 15 USCA § 79g, 
and the standards of § 7(e) are applicable where the stated value is to 
be reduced although the liquidating value, the redemption price, and divi- 
dend rights are not affected, p. 238. 


Security issues, § 109 — Stated value of stock — Reduction. 


2. A reduction in the stated value of preference stock of a registered hold- 
ing company, in order to facilitate the flow of available earnings to senior 
security holders, is not detrimental to the public interest or the interest of 
investors or consumers where there is no alteration of the right of the 
preference stockholders with respect to their priorities, preferences, or vot- 
ing power, but only an alteration of their right to have the stock stated 
upon the books at the higher figure, p. 238. 
Security issues, § 120 — Alteration of rights — Conditions — Accounting. 

3. An order authorizing a reduction of stated value of stock, involving the 
creation of a separate account to be designated as capital surplus arising 
from the reduction of preference stock capital, should contain a condition 
requiring tha: any charge against this account shall be subject to approval 
of the Commission, p. 248. 


[March 20, 1942.] 


ECLARATION filed by registered holding company pursuant 
D to § 7 of the Holding Company Act regarding a reduction 
in the stated value of preferred stock; declaration permitted to 
become effective subject to conditions. Application for extension 
to May 27, 1942, of the 60-day period prescribed by Rule U-24 

granted May 15, 1942. 


> 


APPEARANCES: Whitman, Ran- company organized under the laws of 
som, Coulson and Goetz, by Richard the state of Delaware, has filed a dec- 
Joyce Smith and Robert G. Miller, laration and an amendment thereto, 
for the United Corporation; Harry pursuant to §§ 6(a) and 7 of the 
G. Slater, for Public Utilities Divi- Public Utility Holding Company Act 
sion. of 1935, 15 USCA §§ 79f(a), 79g, 

with respect to a reduction in the stat- 

By tHE Commission: The Unit- ed value of its outstanding $3 cumu- 
ed Corporation, a registered holding lative preference stock from $50 per 
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share, as presently stated, to $5 per 
share. 

After appropriate public notice, a 
hearing was held on March 12, 1942. 
The Commission, having considered 
the record, makes the following find- 
ings. 


The Purpose of the Proposed Reduc- 
tion im the Stated Value of the 
Preference Stock Capital 


It appears from the record that the 
facts and circumstances surrounding 
the proposed reduction in the stated 
value of declarant’s outstanding pref- 
erence stock are as follows: 


At December 31, 1941, declarant 
had outstanding 2,488,712-4 shares 
of $3 cumulative preference stock stat- 
ed at $50 per share, or $124,435,608.- 
34 in the aggregate. At the same date, 
declarant had, per books, an earned 
surplus of $6,699,097 and cash in the 


amount of $12,163,720.96. The re- 
ported net income of declarant during 
the year 1941 was $6,811,213.48; 


the annual preference stock dividend 
requirement is $7,466,136. Hoy. 
ever, no dividend was declared or 
paid during the year, and the ful 
year’s dividend of $3 per share js 
presently in arrears. 

For the failure to declare and pay 
preference stock dividends in 194], 
declarant assigns reasons arising out 
of the law of Delaware, the state of 
its organization. That law* seems to 
provide, in effect, that dividends shall 
not be declared or paid by a corpora- 
tion if the value of its property has 
depreciated to an amount which is 
less than the aggregate amount of 
capital represented by the outstanding 
stock entitled to a preference upon the 
distribution of assets. Testimony was 
offered by a director of the declarant 
to the effect that, in the opinion of 
the management, the true value of the 
declarant’s portfolio exceeds the liq- 
uidating value ($50 per share) of the 
outstanding preference stock which, 
including accrued dividends, aggre. 





1A very substantial portion of declarant’s 
income has been derived from dividends on 
the following holdings in the common stocks 
of its subsidiaries: Columbia Gas & Electric 
Corporation 2,410,856 shares; Niagara Hud- 
son Power Corporation, 2,333,107 shares; 
Public Service Corporation of New Jersey, 
988,271 shares; the United Gas Improvement 
Company, 6,066,223 shares. 


Total income from dividends dur- 
ing 1941 
Income charges: 
Current expenses . .$280,886.41 
Taxes (excluding 
provision for Fed- 
eral income tax) 45,165.03 


Loss on sale of se- 
curities* 317,449.63 643,501.07 
GN aE en ekea seen $6,811,213.48 


$7,454,714.55 


* Computed on the book amount of the se- 
curities as restated as at June 30, 1938 or cost 
if acquired subsequent thereto. 

2 Section 34 of the Delaware Corporation 
Law provides, in pertinent part, as follows: 
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“The directors of every corporation create 
under this chapter, subject to any restrictions 
contained in its certificate of incorporation, 
shall have power to declare and pay dividends 
upon the shares of its capital stock either (a) 
out of its net assets in excess of its capital 
as computed in accordance with the provi- 
sions of §§ 14, 26, 27, and 28 of this chapter, 
or (b) in case there shall be no such excess, 
out of its net profits for the fiscal year then 
current and/or the preceding fiscal year; pro- 
vided, however, that if the capital of the cor- 
poration computed as aforesaid shall hav 
been diminished by depreciation in the value 
of its property, or by losses, or otherwise, t0 
an amount less than the aggregate amount 0 
the capital represented by the issued and out: 
standing stock of all classes having a prefer 
ence upon the distribution of assets, the direc- 
tors of such corporation shall not declare and 
pay out of such net profits and dividends upon 
any shares of any classes of its capital stock 
until the deficiency in the amount of capitd 
represented by the issued and _ outstanding 
stock of all classes having a preference up0t 
the distribution of assets shall have been tt 
paired.” 
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gates $131,901,744.34. | Neverthe- 
less, it was testified that dividend dec- 
larations have been withheld princi- 
pally because the indicated market 
value of the portfolio has been and is 
exceeded by the present stated value 
of the preference stock. Because of 
this excess of the present stated value 
over the indicated market value, and 
because of the risks which the direc- 
tors felt confronted them in that some 
stockholder might conclude that there 
was an impairment in the preference 
stock capital and allege that there had 
been a dividend payment in violation 
of Delaware law, the directors have 
adopted a policy of nonaction with 
respect to dividend declarations. Ac- 
cordingly, the management believes 
that the proposed reduction in the 


stated value of the preference stock 
from $50 per share, as presently stat- 
ed, to $5 per share will facilitate* the 
payment of dividends accrued and to 
accrue ° on the preference stock. 


Proposed Accounting Entries 


It is proposed that the amount of 
the reduction in the stated value of 
the preference stock which, at $45 per 
share, aggregates $111,992,047.50, 
will be placed in a separate account to 
be designated as “Capital Surplus— 
Arising from Reduction of Stated 
Value of Preference Stock.” It is 
further proposed that this account 
will be restricted, as provided in foot- 
note 2, in the pro forma balance sheet, 
at December 31, 1941, which follows: 


THE UNITED CorPORATION 
Balance Sheet at December 31, 1941 


Assets 
Investments : 
Common stocks 


Actual 


(including warrants) restated as at 


June 30, 1938 pursuant to a resolution of stockholders 


adopted August 11, 1938 


Acquired subsequent to June 30, 1938 at cost 


Total common stocks (including warrants) .... $148,414,937.991 


United States of America Treasury Notes 
Cash in banks 


Total Assets 


$143,940,092.01 
4,474,845.98 


$148,414,937.992 


350,000.00 $ — 350,000.00 
12,163,720.96 12,163,720.96 


$160,928,658.95 $160,928,658.95 


$143,940,092.01 
4,474,845.98 











1 Market value at December 31, 1941—$55,683,617.91. 





8 At December 31, 1941, the portfolio of the 
United Corporation had an indicated market 
value of $55,683,617.91. At the same date, 
cash on hand and other assets totalled $12,- 
163,720.96. 

*The record contains the opinion of Dela- 
ware counsel to the effect that the reduced 
stated value and not the liquidating value 
would be the basis for determining the appli- 


cation of the provisions of § 34 of the Dela- 
ware Corporation Law with respect to divi- 
dend declarations. 

5It appears from the record that, for the 
first three months of 1942, declarant’s net in- 
come will approximate $1,216,000 as com- 
pared with the quarterly preference stock div- 
idend requirement of approximately $1,850,000. 
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Liabilities 


PCCP AACS s,s sso kk ken eee bielenisetacaw sisheeino a 


Capital stock: 


Actual 
40,857.66 


Preference stock, liquidating value $50 per share, $3 
cumulative, no par value 2,488,712-4 shares: 


Stated value, $50 per share 
Stated value, $5 per share 
Common stock: 


No par value; stated value $1.00; 14,529,491} shares .. 


Surplus: 
Capital surplus 


124,435,608.34 
12,443,560.84 


14,529,491.50 
15,223,603.82 


14,529,491.50 
15,223,603.82 


Capital surplus arising from reduction of stated value 


of preference stock? 


Total Liabilities ...... soe Ba 4 ae 


111,992,047.50 
6,699,097.63 


$160,928,658.95 


6,699,097.63 
peuteeneenr $160,928,658.95 





2 Not available for dividends on common stock, nor for any charge for any deficit in earned 
surplus nor for any other purpose which will reduce this surplus below an amount equal to $45 
per share of preference stock outstanding, nor shall it be available for the purpose of permit- 


ting purchase of common stock. 


Note: Additional notes appended to the corporation’s balance sheet are omitted for brevity, 
Such notes refer to balance sheet items which are not changed or altered by the proposed trans- 


action. 
Stockholders’ Approval 


It is proposed further that the re- 
statement of the preference stock, if 
it receives our approval, will be sub- 
mitted to declarant’s stockholders and 
will not be consummated unless ap- 
proved by a majority of the prefer- 
ence stockholders voting as a class, as 
well as by a majority of all stockhold- 
ers entitled to vote.® 

In addition, the restrictions against 
impairment or diversion of the capital 
surplus proposed to be created will be 
embodied in the form of an amend- 
ment to declarant’s certificate of in- 
corporation to be incapable of altera- 
tion or repeal without the affirmative 


vote of at least 80 per cent in interest 
of the preference stockholders. 


Conclusions 


[1-3] The proposed restatement 
of the preference stock capital by the 
declarant, a registered holding com- 
pany, is subject to § 6(a) (2) of the 
act, which requires a declaration ef- 
fective under § 7 in order “to exer- 
cise any privilege or right to alter the 
priorities, preferences, voting power, 
or other rights of the holders of an 
outstanding security of such com- 
pany.” Thus, the standards of § 7 
(e) are applicable.” 

It appears from the record that the 





6 On December 31, 1941, declarant had out- 
standing 14,529,4914 shares of common stock 
carrying one vote per share, as well as the 
2,488,712 shares of preference stock carry- 
ing one vote per share. It is thus apparent 
that the approval of a majority in interest of 
the holders of the common as well as the 
preference stock will be necessary in order to 
consummate the proposed restatement. 

7 We find that no state Commission has 
jurisdiction over the declarant or over the 
proposed transaction. Section 7 (g) is, there- 
fore, inapplicable. Section 7 (e) provides: 
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“Tf the requirements of subsection (g) are 
satisfied, the Commission shall permit a dec- 
laration to become effective regarding the ex- 
ercise of a privilege or right to alter the pri- 
orities, preferences, voting power, or other 
rights of the holders of an outstanding secu- 
rity unless the Commission finds that such 
exercise of such privilege or right will re 
sult in an unfair or inequitable distribution 
of voting power among holders of the secu- 
rities of the declarant or is otherwise detri- 
mental to the public interest or the interest 
of investors or consumers.” 
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restatement, restricted as proposed, 
will not result in the alteration of any 
of the rights of the preference stock- 
holders with respect to their priori- 
ties, preferences, or voting power. 
The liquidating value of $50 per 
share, the redemption price of $55 per 
share and dividend rights are not af- 
fected. However, in so far as the 
holders of the outstanding preference 
stock are entitled to have their stock 
stated upon the books of the declarant 
at $50 per share, the proposed reduc- 
tion in the capital account constitutes 
an alteration of rights. The avoid- 
ance of the statutory restriction of 
dividends may fall into the same cat- 
egory. 

We conclude, under all the circum- 
stances herein, particularly since it 
will facilitate the flow of available 
earnings to declarant’s senior security 
holders, that it would not be detri- 


mental to the public interest or the in- 
terest of investors or consumers to 
permit the declaration to become ef- 


fective. However, in order to assure 
ourselves fully that the proposed re- 
statement will in no way result in any 
impairment or alteration of the pro- 
tective, preferential, or other substan- 
tive rights of the holders of the pref- 
erence stock, our order will contain 
a condition requiring that any charge 
whatsoever to the account to be des- 
ignated as capital surplus arising from 
the reduction of preference stock cap- 
ital shall be subject to our prior ap- 
proval.® 


As already noted, the declaration 


before us involves no change in the 
distribution of voting power among 
declarant’s security holders. We 
make no findings with respect to the 
fairness or equitableness of that dis- 
tribution, which is an issue in a pro- 
ceeding pending with respect to the 
declarant under § 11(b) (2) of the 
act, 15 USCA § 79k(b) (2);? we 
find merely that the distribution of 
voting power remains unaffected by 
the proposed restatement. 

In concluding as we have, it should 
be clearly understood that we express 
no opinion whatsoever with respect 
to the value of the assets of the Unit- 
ed Corporation. That matter is also 
involved in the pending proceeding 
under § 11(b) (2) with respect to 
the declarant. Further issues there- 
in, as to which we likewise express no 
opinion, involve the justification for 
more than one class of stock in declar- 
ant’s security structure and the neces- 
sity for the continued existence of 
the declarant. Any doubt we may 
have entertained with respect to the 
timeliness of the proposed restate- 
ment, in view of the fact that the 
proceeding under § 11(b) (2) is well 
under way, has been overcome by the 
desirability of facilitating the dis- 
tribution of declarant’s available 
earnings to its senior security holders. 

Our order will further provide that 
the solicitation of declarant’s stock- 
holders with respect to the approval 
of the proposed restatement and the 
amendment to the certificate of incor- 
poration embodying the restrictions 





8It may be noted that both the existing cap- 
ital surplus and the pro forma capital surplus 
are subject to our Rule U-46 relating to their 
use. 

8See Re The United Corp. (1941) Hold- 
ing Company Act Release No. 2907, for our 
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Order instituting the proceeding under § 11 
(b) (2) of the act and consolidating it for 
hearing with declarant’s voluntary plan, un- 
der § 11 (e), for the divestment of control of 
its subsidiaries. 
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upon the capital surplus to be created 
shall be submitted for our approval 
under § 12(e) of the act, 15 USCA 
§ 79] and Rule U-62 thereunder, ju- 
risdiction being reserved for this pur- 
pose. 

An appropriate order will issue. 


ORDER 


The United Corporation, a regis- 
tered holding company, having filed 
a declaration, and an amendment 
thereto, pursuant to § 7 of the Public 
Utility Holding Company Act of 
1935, regarding the reduction in the 
stated value of its outstanding 2,488,- 
712} shares of $3 cumulative prefer- 
ence stock from $50 per share, as 
presently stated, to $5 per share; and 

A public hearing having been held 
upon such declaration, as amended, 
after appropriate notice, and the 
Commission having considered the 
record and made and filed its findings 
and opinion herein; 

It is ordered that said declaration, 


as amended, be and the same herely 
is permitted to become effective, sut- 
ject to the terms and conditions pre. 
scribed in Rule U-24 and to the fo- 
lowing further condition: 

(1) Without the prior approved 
of the Commission, no charge wha- 
soever shall be made to the account 
totaling $111,992,047.50 to be de: 
ignated as capital surplus arising 
from the reduction in the stated value 
of the outstanding 2,488,7124 shares 
of $3 cumulative preference stock 
from $50 per share, as presently stat- 
ed, to $5 per share: 

(2) The solicitation of the secur- 
ity holders of the United Corpora- 
tion with respect to the approval of 
the reduction in the stated value of 
the preference stock and the accom- 
panying restrictions to the capital sur- 
plus arising therefrom shall be sub- 
mitted to the Commission for its ap- 
proval pursuant to the applicable pro- 
visions of the act and the rules there- 
under, jurisdiction being reserved for 
this purpose. 





UNITED STATES CIRCUIT COURT OF APPEALS 


Morgan Stanley & Company, Incorporated 


Securities and Exchange Commission 


[No. 129.] 
(126 F(2d) 325.) 


Intercorporate relations, § 19.21 — Status as affiliate — Prohibition against under- 


writer's fee. 


1. A determination that a company is an affiliate under the rule prohibit- 
ing the payment of underwriter’s fees to an affiliate is in effect a determina- 
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tion that the company is an affiliate under § 2(a)(11)(D) of the Holding 
Company Act, 15 USCA § 79b (a) (11) (D) and thus comes under § 12(f) 
of the act, 15 USCA § 791(f), p. 248. 


Security issues, § 116.1 — Prohibition against payment of underwriter’s fee — 
affiliates. 
2. The rule prohibiting payment of underwriter’s fees to an affiliate was 
not invalid as applied to an underwriter found to be an affiliate although the 
bonds were issued within thirty days after the determination of the under- 
writer’s status contrary to statute, where it was at the underwriter’s request 
that the issue went through in advance of the statutory period, p. 248. 


Security issues, § 116.1 — Prohibition against payment of underwriter’s fee. 
3. The rule prohibiting the payment of an underwriter’s fee to an affiliate 
was not invalid simply because it limited a finding as to subsidiary status 
to the transaction in issue, as against the contention that one must be an 
affiliate for all purposes or for none at all, p. 248 


Security issues, § 116.1 — Prohibition against payment of underwriter’s fee. 
4. The rule prohibiting the payment of an underwriter’s fee to an affiliate 
was not invalid as to an underwriter found to be an affiliate, on the ground 
that there was an absence of evidence that the finding of affiliation was in 
the public interest, where the underwriter was given an opportunity to in- 
troduce evidence on that point and the Commission found that its order fix- 
ing the underwriter’s status was in the public interest, p. 248. 


Security issues, § 15.1 — Validity of Commission rule — Prohibition against pay- 
ment of underwriter’s fee. 
5. The broad rule-making power of the Securities and Exchange Commis- 
sion under § 20(a) of the Holding Company Act, 15 USCA § 79t(a), jus- 
tified the promulgation of the rule prohibiting the payment of an under- 
writer’s fee to an affiliate, p. 249. 


Statutes, § 11 — Construction — Holding Company Act. 


6. Any ambiguity in the substantive provisions of the Holding Company 
Act should be resolved in favor of the Securities and Exchange Commis- 
sion, p. 249. 


Security issues, § 116.1 — Validity of Commission rule — Prohibition against pay- 
ment of underwriter’s fee. 
7. The validity of the rule prohibiting the payment of underwriters’ fees to 
an affiliate cannot be attacked on the ground that the Commission withdrew 
it shortly after determining an underwriter to be an affiliate, where the 
Commission did so because it found the old rule not stringent enough and 
substituted a new rule making competitive bidding mandatory, p. 249. 


Security issues, § 116.1 — Rule as to underwriter’s fee. 
Discussion of the evils enumerated in § 1(b) of the Holding Company Act, 
15 USCA § 79a(b), and its relation to the validity of a rule prohibiting 
the payment of underwriters’ fees to an affiliate, p. 242. 


Security issues, § 116.1 — Underwriter’s fee — Validity of rule. 
Discussion of § 2(a)(8) of the Holding Company Act, 15 USCA § 79b 
(a) (8), defining affiliate and its relation to the validity of a rule prohibit- 
ing the payment of underwriters’ fees to an affiliate, p. 244. 
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Security issues, § 116.1 — Holding company regulation — Definition of “arms 


length” — Underwriting fees. 


Discussion of the meaning of “arm’s length” as used in § 1(b)(2) of the 
Holding Company Act, 15 USCA § 79a(b) (2), and related rule prohibiting 
the payment of underwriters’ fees to an affiliate, p. 247. 


(Cuase, C. J., dissents; L. Hann, C. J., concurs in separate opinion.) 
[February 20, 1942.] 


EVIEW of order declaring company to be an affiliate of another 
R company and not entitled to underwriters fee; order 
affirmed. 


APPEARANCES: John W. Davis, of 
New York city (Davis, Polk, Ward- 
well, Gardiner & Reed, George A. 
Brownell, and Amory H. Bradford, all 
of New York city, on the brief), for 
petitioner; Chester T. Lane, General 
Counsel, and Lawrence S. Lesser, both 
of Washington, D. C. (Christopher 
M. Jenks, Robert Blair-Smith, Maur- 
ice C. Kaplan, and Nathan L. Halpern, 
all of Washington, D. C., on the 
brief), for respondent. 

Before L. Hand, Chase, and Clark, 
Circuit Judges. 


CrarKk, C.J.: This is a petition for 
review of an order of the Securities 
and Exchange Commission declaring 
petitioner, Morgan Stanley & Co., Inc., 
to be an affiliate of the Dayton Power 
& Light Co. for the purpose of deny- 
ing underwriting fees to petitioner in 
connection with a refunding operation 
of Dayton. This order was issued 
pursuant to Rule U-12F-2 of the 
Commission under the Public Utility 
Holding Company Act, 15 USCA 
§ 79a et seq. Petitioner urges that 
the record lacks substantial evidence 
to support the order, and that the rule 
is invalid under the act. We do not 
agree with either contention of peti- 
tioner. 
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Before we take up the facts, some 
reference to the purposes of the act 
and the rule are necessary in order to 
place the problem in its proper per- 
spective. The general background of 
the act is well known. Both the unprec- 
edented and generally unregulated 
growth of utilities, particularly elec- 
tric, and the vicissitudes of the depres- 
sion pointed the way for nationwide 
action. Because of the importance of 
holding companies as a means of ob- 
taining credit, considerable attention 
was given to the financial practices of 
these companies. Here was found, 
among other evils, a close tie-up be- 
tween investment banking houses and 
large holding companies. As the Na- 
tional Power Policy Committee ob- 
served in its report to the President, 
transmitted by him to Congress: 
“Fundamentally, the holding company 
problem always has been, and still is, 
as much a problem of regulating in- 
vestment bankers as a problem of reg- 
ulating the power industry.” H. R. 
Doc. No. 137, 74th Cong. Ist Sess. 6. 

This evil was one of the many 





1See, also, FTC Summary Report, 70th 
Cong. Ist Sess. Doc. No. 92, Pt. 72-A, 75-76; 
Hearings before the TNEC, Pts. 22-24; and 
see the remarks of Representative Rayburn, 
an author of the bill, referring to the United 
Corporation and J. P. Morgan & Co., both 
involved in this case, 79 Cong. Rec. 10318. 
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aimed at by the bill. Section 1(b), 15 
USCA § 79a(b), observes that “the 
national public interest” is or “may 
be adversely affected—. . . (2) 
when subsidiary public utility com- 
panies are subjected to excessive 
charges for services or enter 
into transactions in which evils result 
from an absence of arm’s-length bar- 
gaining or from restraint of free and 
independent competition; . . . (5) 
when in any other respect there is 

lack of economies in the rais- 
ing of capital.” Many provisions of 
the act, from the stringent require- 
ments of registration with the Com- 
mission and approval of security trans- 
actions by the Commission to the dis- 
qualification of officials of banking in- 
stitutions from serving as officers or 
directors of holding companies or their 
subsidiaries, implement the avowed 
purpose of protecting the public and 
investors from undue banker influence. 
In addition, the Commission is given 
broad rule-making powers for further- 
ing the statutory provisions. 

It is one of the Commission’s rules 
which is in issue here. Rule U-12F-2 
requires, in effect, that no underwrit- 
er’s fee can be paid on security issues 
if the underwriter is in the holding- 
company system, is an affiliate,* or is 
a person “who the Commission finds 
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stands in such relation to the [issuer], 
that there is liable to be or to have been 
an absence of arm’s-length bargaining 
with respect to the transaction.” The 
rule is not applicable, however, if there 
is an effort to obtain competitive bids, 
or if competitive bidding is not prac- 
ticable and the fees are otherwise rea- 
sonable. The purpose of the rule is 
obvious. As we noted above, one of 
the objects of the act is to reduce the 
cost of financing by encouraging com- 
petition. Such requirements as the 
act itself imposes were found of little 
avail because, for example, even after 
the elimination of interlocking direc- 
torates many banking relations con- 
tinued unchanged. And since there 
has always been an unwritten rule that 
investment bankers do not disturb ex- 
isting issuer-banker relationships, it 
was evident that some further step was 
necessary. See Comment, Competi- 
tive Bidding in the Sale of Public Util- 
ity Bonds, 50 Yale L. J. 1071-1075; 
and the TNEC hearings there cited. 
Rule U-12F-2 was designed to find 
these subtle relationships and prevent 
their continuance. 

The rule became effective on March 
1, 1939, and several cases soon arose 
in which it was applied without con- 
test.2 The present case arose in Jan- 
uary, 1940, when the Dayton Power & 





2An “affiliate” of a specified company is 
(a) a person holding 5 per cent of outstanding 
voting securities; (b) a company, 5 per cent 
of whose voting securities are held by the 
specified company; (c) an official or director 
of the specified company, or of a company un- 
der (a); and (d) any person found by the 
Commission “to stand in such relation to such 
specified company that there is liable to be 
such an absence of arm’s- -length bargaining in 
transactions between them” as to require his 
being called an “affiliate” for the purposes of 
the act. This is to be considered 1 in conjunc- 
tion with the definitions of a “subsidiary com- 
pany,” which is (a) any company 10 per cent 
of whose voting securities are held by a 


holding company; and (b) any person whose 
management or policies are subject to a con- 
trolling influence as found by the Commission. 
“Person,” of course, is an individual or com- 

pany ’Sections 2(a) EL), i» (11), 15 
USCA § 79b(a) (1), (8), (11). 

8 The form of avoiding contest was to 
limit participation in the issue to 5 per cent, 
allowed by the rule, and to forego the man- 
agement fee as principal underwriter. See Re 
Northern States Power Co. (1939) 4 SEC 
728; Re Gulf States Utilities Co. (1939) 5 SEC 
170; Re West Penn Power Co. (1939) 5 SEC 
376; Re Iowa Pub. Service Co. (1939) 5 SEC 
619. In Re Halsey, Stuart & Co. (1939) 5 
SEC 865, no relationship was found to exist. 
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Light Co. filed its request to issue 
$25,000,000 in bonds. Representa- 
tives of the Commission indicated that 
they would question petitioner’s status 
as principal underwriter under the rule. 
To avoid delay in financing the issue, 
stipulation was entered into whereby 
petitioner’s underwriting fees were im- 
pounded pending a determination of 
its status. After hearing, the Com- 
mission found “that the special rela- 
tionship between Morgan Stanley and 
Dayton was such that there was liable 
to have been such an absence of arm’s- 
length bargaining in the Dayton bond 
financing of 1940, that it is both neces- 
sary and appropriate in the public in- 
terest and for the protection of inves- 
tors and consumers that Morgan Stan- 
ley be subject to the obligations, duties, 
and liabilities of an affiliate of Dayton 
for the purposes of Rule U-12F-2.” 
Re Dayton Power & Light Co. (1941) 


Holding Company Act Release No. 


2654, 38 PUR(NS) 129.  Subse- 
quently the Commission ordered peti- 
tioner’s underwriting fees, $100,- 
562.50, paid over to Dayton. Hold- 
ing Company Act Release No. 2693, 
April 15, 1941, 38 PUR(NS) 129. 
It is this finding and order which are 
contested. 

The Commission’s opinion — Re 
Dayton Power & Light Co. supra— 
is long and comprehensive, and we 
see no need for covering the same 
ground so thoroughly. Briefly, four 
steps are taken to adduce the like- 
lihood of absence of arm’s-length 
bargaining. They concern asserted 
connections from Dayton Power & 
Light to Columbia Gas & Electric 


Corporation, the parent of Dayton, 
from Columbia to United Corpora- 
tion, a holding company having a 
substantial stock interest in Colum- 
bia, and from United to Morgan 
Stanley through the connection of both 
these latter corporations with the bank- 
ing house of J. P. Morgan & Co! 
We consider each of these four rela- 
tionships separately. First is the re- 
lationship between Dayton Power & 
Light and Columbia Gas & Electric, 
a conceded relationship because the 
former is wholly owned by the latter, 
with interlocking officers and direc- 
tors. Second is the relationship be- 
tween Columbia Gas & Electric and 
United, which owns 19.6 per cent of 
Columbia’s voting stock. Although 
petitioner argues that the mere fact of 
Columbia’s status as a “subsidiary 
company” within the definition of § 2 
(a) (8), 15 USCA § 79b(a) (8)— 
as owning 10 per cent of the stock—is 
not controlling, we think there is little 
need to discuss this point. Columbia 
has never carried through any attempt 
to have the Commission find that it 
is within the exceptions of § 2(a) 
(8); and in the absence of such ac- 
tion by Columbia, the Commission is 
warranted in relying on the statutory 
definition of a subsidiary company. 
Furthermore, the 20 per cent holding 
of United is the largest block of voting 
securities ; and there is supporting evi- 
dence in the record showing various 
connections between United and Co- 
lumbia. We are not unaware that 
much less than a majority of stock is 
requently sufficient for purposes of 
control, and we see no reason to con- 





Another action involving Morgan Stanley is 
pending. See Re Consumers Power Co. 
(1939) 6 SEC 444, 33 PUR(NS) 321. 
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4 The Morgan bank is now incorporated, but 
was a partnership until after the close of the 
Commission’s hearings. 
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test the legislative view that 10 per 
cent may be sufficient. 

The third step is the relationship be- 
tween United and J. P. Morgan & Co. 
This is the most difficult to establish, 
and we shall discuss it more fully be- 
low. The final step is the relationship 
between J. P. Morgan & Co. and Mor- 
gan Stanley. The latter was organ- 
ized in 1935, when several partners 
and employees of J. P. Morgan & Co. 
and Drexel & Co., the Philadelphia 
office of J. P. Morgan & Co., left to 
form an investment banking house. 
Prior to 1933, J. P. Morgan & Co. 
had been both commercial bankers and 
investment bankers, but after the 
Banking Act of 1933, 48 Stat. 162, 
188, and of 1935, 49 Stat. 684, 707, 
12 USCA § 377, it was necessary for 
one activity to be dropped. Invest- 


ment banking was discontinued, and 
creation of Morgan Stanley soon fol- 


lowed. Most of the old business of 
the Morgan house went over to the 
new company, as anyone would have 
expected. Whether these facts alone 
would be sufficient to warrant a con- 
clusion that whatever investment busi- 
ness J. P. Morgan & Co. might be able 
to influence would be thrown Morgan 
Stanley’s way we need not decide, for 
the Commission adduced still further 
facts. It was shown that at the time 
of organization most of the capital 
was supplied by other Morgan partners 
than those who formed the new com- 
pany. Though not so large as former- 
ly, Morgan partners still hold about 
30 per cent of the capital and surplus 
in the form of approximately 44 per 
cent of the nonvoting preferred stock, 
4 per cent cumulative, 6 per cent if 
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earned.> From this fact the Commis- 
sion inferred that J. P. Morgan & Co., 
through its interested partners, stood 
to gain financially by getting business 
for Morgan Stanley. Petitoner claims 
that even all this is insufficient to sup- 
port the Commission’s conclusion. We 
admit that there are many facts in this 
case which require far-reaching infer- 
ences to support the conclusions an- 
nounced. This is hardly one. Tangi- 
ble proof of a goodly financial stake 
in successful business relationships 
should be enough to satisfy the most 
confirmed doubter that there is likely 
to be mutual effort expended in ob- 
taining business. 

We come, therefore, to what is un- 
doubtedly the most tenuous step in es- 
tablishing the likelihood of an absence 
of arm’s-length bargaining—the rela- 
tionship between J. P. Morgan & Co. 
and United. Here again, we see no 
need to detail the story so fully as the 
Commission has done. See Re Day- 
ton Power & Light Co. supra, 38 PUR 
(NS) at p. 132. We think the follow- 
ing facts substantially state the high 
lights of the Commission’s case. First, 
United was organized by J. P. Morgan 
& Co. and Bonbright & Co. in 1929. 
The two houses held large holdings in 
several holding companies, and these 
were exchanged for stock in United, 
which was soon disposed of. From 
the beginning Morgan and Bonbright 
named the directors, who in turn chose 
the president of United, Howard, who 
is still president. At least one Mor- 
gan partner remained on the board 
until March 28, 1938, the day the Su- 
preme Court upheld the constitution- 
ality of the act in Electric Bond & 





5 If we add shares held by a deceased part- 
ner and shares held as trustee, the percen- 
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tages are 55.8 per cent of capital and surplus, 
and 80 per cent of the preferred stock. 
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Share Co. v. Securities and Exchange 
Commission (1938) 303 US 419, 82 
L ed 936, 22 PUR(NS) 465, 58 S 
Ct 678, 115 ALR 105. The resigna- 
tion was prompted, of course, by the 
requirement that United register, and 
this could hardly be done with a bank- 
er on the board of directors. After 
this director’s resignation in 1938, 
United’s president conferred with him 
on three occasions about what appar- 
ently were the more important finan- 
cial transactions engaged in by Unit- 
ed. Petitioner says these were not 
“conferences,” but merely instances 
of conversations after the fact. This 
is neither here nor there. In and of 
themselves the conferences indicate 
continuing interest. And the fact that 
the Morgan partner made no “sugges- 
tions” may indicate anything from 
lack of interest to satisfaction that the 
right thing was done. 

But this original dominant influence 
over United, decreasing through the 
years, is only one element of the story. 
After United was organized, some of 
the pre-existing banking connections 
of companies put into the United 
structure were broken and the business 
sent to J. P. Morgan & Co. This was 
not, however, true of Columbia, which 
did not come into United’s orbit until 
a short time after the formation of 
United. But Columbia’s banker was 
the Guaranty Co., which was on ex- 
tremely good terms with the Morgan 
house. In view of the unwritten rule 
that satisfactory banking arrange- 
ments are not disturbed, it seems rea- 
sonable for the Commission to have 


concluded that J. P. Morgan & Co, 
would not give the friendly Guaran- 
ty Co. the short shrift it gave others, 
Termination of Columbia’s relation 
with Guaranty—resulting in its shift 
to Morgan Stanley—did, of course, 
become necessary with Guaranty’s 
withdrawal from the investment busi- 
ness when the Banking Act outlawed 
commercial and investment banking 
combinations. Furthermore, after the 
formation of Morgan Stanley, all of 
the debt security flotations of the 
units of United, including Colum- 
bia Gas & Electric, were, with three 
minor exceptions,® managed by Mor- 
gan Stanley. And no security flo- 
tation for gas and electric utilities out- 
side the United orbit has been handled 
by them. This evidence is bulwarked 
by other evidence tending to show ac- 
ceptance by the “Street” of the pow- 
erful position of Morgan Stanley in 
this as well as in other former Morgan 
lines. 


Finally, there is the financing oper- 
ation of Dayton here involved. It ap- 
pears that of the $25,000,000 floated, 
only about $5,700,000 was new mon- 
ey. The rest involved refunding of 
bonds issued in 1935, maturing in 
1960. Columbia officials, when they 
first approached Morgan Stanley, had 
in mind a flotation of only $5,700,000. 
The latter convinced them, however, 
that the additional refunding was de- 
sirable. True, there is an extension of 
maturity—until 1970—and a net sav- 
ing to Dayton of $48,000 a year for 
twenty years, or nearly a million dol- 
lars.? But the present value of this 





6 The three minor exceptions were issues of 
the Connecticut Light & Power Co. This is 
apparently explained by a Connecticut statute, 
Conn. Gen. Stat. Supp. 1935, § 1414c, which 
indicates a strong preference for local financ- 


ing untouched by foreign holding companies. 

7 The Commission has not favored us with 
the method of computing this net saving, nor 
has petitioner as to the somewhat higher fig- 
ure it claims. It appears to have been found 
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is, of course, less, and set against it is 
absence of a pressing need for refund- 
ing and the loss of investor good will 
through calling 25-year bonds within 
five years of issuance. Furthermore, 
there were the underwriter’s fees of 
about $400,000. Petitioner argues 
that the public, not Dayton, pays this, 
which in a sense is true. If, however, 
the issue could have been placed pri- 
vately—as would have been likely for 
an issue covering only the required 
new money—there would have been 
no fees; and if there had been com- 
petitive bidding, the underwriting 
spread might have been less. All in 
all, we think the Commission could 
reasonably question whether _ this 
transaction would have taken place 
without some sort of prodding. 
These, then, are the salient facts, 
elaborated in the record by various 
witnesses and from various points of 


view, by which the Commission sought 
to adduce a likelihood of an absence of 
arm’s-length bargaining between Mor- 
gan Stanley and Dayton. The ques- 
tion for us is only whether or not the 
evidence is substantial. Section 24(a), 


15 USCA § 79x (a). Petitioner 
seeks to detract from the evidence by 
implying that it in no wise supports 
the view that Morgan Stanley holds 
a club over Columbia and its subsi- 
diaries, sufficient to force them, actual- 
ly and legally, perhaps, to do Morgan 
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Stanley’s bidding. Obviously this is 
not the Commission’s case; we do not 
understand the Commission to assert 
it or that the rule requires it. The very 
wording of the rule contemplates sub- 
tle relationships. There need not be 
an absence of arm’s-length bargain- 
ing, only a likelihood that there is. 
“Arm’s length” can hardly be meant 
in the traditional sense of fiduciary re- 
lationships, for the very provisions of 
the act require complete dissociation 
of banker and utility. The type of in- 
fluence envisaged is not over-all con- 
trol, but influence in choosing under- 
writers. In sum, the rule aims at 
breaking up underwriting ties which 
owe their existence to factors other 
than competitive advantage, in the 
broadest sense of the word. In this 
light we think the Commission acted 
within its power of finding the facts 
by all reasonable inferences. Nation- 
al Labor Relations Board v. Link-Belt 
Co. (1941) 311 US 584, 85 L ed 368, 
61 S Ct 358; F. W. Woolworth Co. 
v. National Labor Relations Board 
(1941) 121 F(2d) 658; and see De- 
troit Edison Co. v. Securities and Ex- 
change Commission (1941) 119 F 
(2d) 730, 39 PUR(NS) 193. 
Furthermore, the Supreme Court 
has recently observed that some leeway 
must be given to administrative bodies 
over and above simple fact finding. 
“Tt is not the province of a court to 





by computing the gross interest saved, and 
subtracting from it the annual amortized 
amounts of the call premium and the refund- 
ing expenses, plus the estimated increase in 
income tax payments owing to the decrease in 
the amount of the deductible interest item. 
Since the old bonds were called at 1043, there 
was, of course ,a substantial call premium. 
See Re Dayton Power & Light Co. (1940) 
6 SEC 787, 33 PUR(NS) 98. An item of 
$55,460.40, representing duplicate interest 
which Dayton had to pay because of different 
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issuing and call dates, is not included in the 
net saving. 

8 The underwriters’ fees on the bonds ac- 
tually issued—which provided both the re- 
quired new money and the payment of the 
issue which was called—resulted from the 
spread between the net amount paid Dayton 
at 1023 and the sale price of the bonds to the 
public at 104, a total of $437,500. Of this, 
Morgan Stanley was to receive $100,562.50, 
which is the sum restored to Dayton by the 
Commission’s order. 
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absorb the administrative functions to 
such an extent that the executive or 
legislative agencies become mere fact- 
finding bodies deprived of the advan- 
tages of prompt and definite action.” 
Gray v. Powell (1941) 314 US 402, 
86 L ed —, 62 S Ct 326, 333. We 
do not read this to destroy full review 
of questions of law, but we do under- 
stand it to lessen somewhat the force 
of petitioner’s argument based on Hel- 
vering v. Tex-Penn Oil Co. (1937) 
300 US 481, 491, 81 L ed 755, 57 S 
Ct 569, as giving a court full power 
to review mixed questions of law and 
fact. Unless we find no warrant in 
the act for the rule, we are content to 
give the Commission some leeway in 
ascertaining what it conceives a like- 
lihood of absence of arm’s-length bar- 
gaining. 

[1,2] We turn, then, to petitioner’s 
attack on the validity of the rule. Pe- 
titioner first argues that the rule can- 
not rest alone on § 12 (f), because 
that section deals only with “affiliates,” 
and the rule covers persons not previ- 
ously found to be affiliates under § 2 
(a) (11) (D). The Commission’s 
reply is that the rule combines §§ 2 
(a) (11) (D) and 12 (f) in that a 
determination of “affiliate”? under the 
rule is both a determination of the 
need for “maintenance of competitive 
conditions” in security issuing, as cov- 
ered by § 12 (f), and a determination 
that a given issuer is an “affiliate” 
under § 2 (a ) (11) (D), and thus 
comes under § 12 (f). In other 
words, the Commission presumably 
sought to avoid the absurd situation 
of holding hundreds of hearings in- 
volving many utilities and banking 
houses in order to find in advance all 
possible likelihood of absence of arm’s- 


length bargaining. Surely petitioner 
would have objected to such waste 
motion. Instead, the Commission cre- 
ated an ad hoc method of determina- 
tion, which seems to us an accommo- 
dation to underwriters such as peti- 
tioner. The argument is made, how- 
ever, that the rule does not contem- 
plate a § 2 (a) (11) (D) determi- 
nation. But the Commission notes 
that it ought to be competent to con- 
strue its own rules, within the limits 
of statutory power. We agree, and 
shall, therefore, assume that the rule 
is in effect a § 2 (a) (11) (D) de- 
termination. 

On this assumption, petitioner of- 
fers three objections to the validity of 
the rule. First, it says that a § 2 (a) 
(11) (D) determination requires no- 
tice, opportunity for hearing, and a 
finding of the status of affiliate, which 
shall not become effective for thirty 
days. Section 2(b). Petitioner got its 
notice and hearing, and only the loss 
of the 30-day period can be mate- 
rial. But the Commission would have 
been willing to wait thirty days had 
Dayton consented to hold up the bond 
issue. In fact, it was at petitioner’s 
urgent request that the issue went 
through in advance of the determina- 
tion. Apart from the question wheth- 
er or not any objection to the 30-day 
loss was waived, we feel sure that no 
attack could have been made on the 
Commission’s insistence in holding up 
approval of the Dayton issue. And if 
that is so, this more reasonable and ac- 
commodating procedure is hardly in- 
valid. 

[3, 4] Petitioner’s second objection 
is that one must be an “affiliate” for 
all purposes or for none at all, where- 
as the rule limits a finding to the 
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transaction in issue. It is enough to 
say that even petitioner admits it 
would be absurd to call itself an affili- 
ate for all purposes. We cannot say 
that Congress required the Commis- 
sion to make an absurd finding; if the 
lesser achieves the purpose of the act, 
that is all the better. Finally, petition- 
er argues that § 2 (a) (11) (D) re- 
quires a finding of affiliation to be 
“necessary or appropriate in the pub- 
lic interest or for the protection of in- 
vestors or consumers,” and that no evi- 
dence was introduced on this point. 
This argument may be answered, first, 
by noting that petitioner was given 
full opportunity to introduce any evi- 
dence on this point which it had, and 
second, by observing that the Commis- 
sion specifically found that its order 
was in the public interest. We see no 
reason for the Commission to adduce 
special evidence on the point. ‘“Main- 
tenance of competitive conditions,” as 
stated in § 12 (f), is enough public 
interest; and if the Commission was 
justified in finding a likelihood of ab- 
sence of arm’s-length bargaining, in- 
terference with “maintenance of com- 
petitive conditions” follows as a mat- 
ter of course. 


[5, 6] It remains only to say that 
the broad rule-making power under 
§ 20 (a), 15 USCA § 79t (a),® jus- 
tifies the promulgation of the rule un- 
der §§ 12 (f) and 2 (a) (11) (D). 
Our discussion above of the history of 
the act and the reasons for the provi- 
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sions relating to investment bankers 
amply demonstrates the congressional 
purpose in this regard. Any ambi- 
guity or debatable language in the sub- 
stantive provisions should be resolved 
in favor of the Commission, which is 
best able to determine the most efficient 
ways of implementing the broad pur- 
pose of the act. See United States 
v. American Trucking Associations 
(1940) 310 US 534, 549, 84 L ed 
1345, 35 PUR(NS) 486, 60 S Ct 
1059; Gray v. Powell, supra; Hamil- 
ton and Braden, The Special Compe- 
tence of the Supreme Court, 50 Yale 
L. J. 1319, 1364-1367. 


[7] Petitioner would apparently 
draw some conclusion of weakness in 
the Commission’s position from the 
fact that it withdrew Rule U-12F-2 
shortly after this order was entered. 
Since, however, the Commission did 
so because it found the old rule not 
stringent enough and substituted a 
new rule making competitive bidding 
mandatory (with very limited excep- 
tions), Holding Company Act Release 
No. 2676, April 8, 1941,’° we cannot 
see how any inferences favorable to 
the petitioner can be drawn from the 
change. 


Order affirmed. 


L. Hann, C. J., concurring: I 
agree with what Judge Clark has 
said, but I should like to say a few 
words of my own about the statute. 
If one translates the language into the 





8“The Commission shall have authority 
from time to time to make, issue, amend, and 
rescind such rules and regulations and such 
orders as it may deem necessary or appro- 
priate to carry out the provisions of this chap- 
ter.” 

10 As had been urged by commentators. See 
50 Yale L.J. 1071, citing various comments, as 
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well as the objections of investment bankers, 
which included a monograph by petitioner’s 
president. See, also, Report of Public Utili- 
ties Division of the SEC, The Problem of 
Maintaining Arm’s-Length Bargaining and 
Competitive Conditions in the Sale and Dis- 
tribution of Securities of Registered Public 
Utility Holding Companies and Their Sub- 
sidiaries, Dec. 18, 1940. 
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particular relation of banker and util- 
ity company, the banker becomes an 
“affiliate,” if the Commission finds 
him to “stand in such relation” to the 
company “that there is liable to be such 
an absence of arm’s-length bargaining 

as to make appropri- 
ate for the protection of in- 
vestors” the imposition upon him of 
“the duties imposed 

upon affiliates.” I read this 
clause as a whole as imposing upon the 
Commission the duty of deciding 
whether there is a danger—immediate 
enough to make its removal “appro- 
priate” to the protection of investors 
—that the utility company in its bar- 
gaining with the banker may be actu- 
ated in part by motives other than 
driving the hardest bargain it can. The 
Commission is not charged with find- 
ing that such a motive has in fact en- 
tered into the bargaining, or will do 


so; it is enough that there is a fair 


chance that it may. I construe “lia- 
ble” as including more than those cas- 
es in which the “absence” is more 
probable than not; that is, as covering 
cases in which the probability is 
enough to be what I have called “a 
fair chance.” Again, I construe 
“arm’s-length bargaining” as going 
beyond conventional fiduciary rela- 
tions; indeed, this seems to me obvi- 
ous, else the definition would have 
been redundant. Such an interpreta- 
tion of the clause does indeed sweep 
along with transactions in which the 
evil aimed at actually exists, transac- 
tions as innocent as this one seems to 
have been. I see no objection to it 
on that score; it is a frequent conse- 
quence of legislation of this root and 
branch type. It is notoriously diff- 
cult to ascertain just what motives 
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prompt an act—the actor is often the 
worst witness—and it is legitimate to 
avoid such a treacherous issue even at 
the expense of condemning transac- 
tions, blameless if the whole truth 
could be known. Indeed, the whole 
law of fiduciaries is built upon just 
the difficulty of learning the truth 
with the crude means available. It 
recognizes the fallibility of any conclu- 
sion, but considers the evils that will 
be prevented as outweighing the limi- 
tations imposed upon otherwise law- 
ful conduct. The statute at bar mere- 
ly extends such a precaution beyond 
those relations which the common law 
thought to require it, and clearly we 
have no warrant for denying the pow- 
er of Congress to go so far. There 
had been very grave evils in the mar- 
keting of the securities of utility com- 
panies, and it was at least a possible 
remedy to vest power in the Commis- 
sion to declare when the motives of 
the utility companies—quite uncon- 
sciously perhaps, as in the case of an 
avowed fiduciary—might not be as un- 
tinctured as was “appropriate” to the 
uncompromising pursuit of their in- 
terests. 

If the clause be so read, there was 
“substantial evidence” to support the 
finding; that is to say evidence from 
which a reasonable man might con- 
clude that such a chance existed and 
that the danger was immediate enough 
to make its removal “appropriate.” I 
do not say that personally I should 
have come to that conclusion, but 
there had been enough in the relations 
between the United Company and the 
Morgan firm to permit the conclusion 
that the familiarity, recourse for ad- 
vice, reliance, control, and habitude of 
the past might perhaps unconsciously 
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prove the casting straw. Congress ap- 
pears to me to have been jealous of 
the results of the slow cumulation of 
such factors and to have wished to 
endue the Commission with power to 
decide when it was the course of pru- 
dence to eliminate the possibility of its 
influence. The Supreme Court in de- 
cisions of which Gray v. Powell 
(1941) 314 US 402, 86 L ed —, 62 
S Ct 326, is the latest, has unequivo- 
cally set the narrowest limits upon our 
review in such situations. The vague 
outlines of the issue itself, coupled 
with this circumscription of our pow- 
ers, leaves us little or no scope. 

I have spoken only of the relations 
between the United Company and the 
Morgan firm because that is the only 
doubtful link in the chain. The Day- 
ton Company and the Columbia Com- 
pany were one in interest; and quite 
aside from any implications from the 
statutory definition of “subsidiary,” 
§ 2 (a) (8), I think we can take ju- 
dicial notice of the fact that the own- 
ership of 20 per cent of the vot- 
ing power of a company makes the 
owner “liable” to have practical con- 
trol. Whether this action, or other 
such stringent action, was necessary, 
is not for me to say. The Commis- 
sion has apparently found the regula- 
tion impracticable in application; and 
in order to cut out the possibility of 
influences which it could not detect, it 
has gone further and stopped all un- 
derwriting except upon competitive 
bidding. Nevertheless, while the reg- 
ulation stood upon the books, it was 
valid and it authorized the action tak- 
en in this case. 


Cuasg, C. J., dissenting: It is ob- 
vious that, by the statutory definition 
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of affiliate in § 2 (a) (11) (D) of 
the act, 15 USCA § 79b (a) (11) 
(D), as “any person or class of per- 
sons that the Commission determines, 
after appropriate notice and opportu- 
nity for hearing, to stand in such re- 
lation to such specified company that 
there is liable to be such an absence of 
arm’s-length bargaining in transac- 
tions between them as to make it nec- 
essary or appropriate in the public in- 
terest or for the protection of investors 
or consumers that such person be sub- 
ject to the obligations, duties, and lia- 
bilities imposed in this chapter upon 
affiliates of a company’”’ Congress has 
delegated to the Commission very 
broad and comprehensive power to de- 
clare who is, or is not, within the 
reach of the statute. For present pur- 
poses, I shall assume that this delega- 
tion of power is as full and complete 
as it may be and still be within the 
constitutional limitations upon Con- 
gress recognized in Schechter Poultry 
Corp. v. United States (1935) 295 
US 495, 79 L ed 1570, 55 S Ct 837, 
97 ALR 947, and Panama Refining 
Co. v. Ryan (1935) 293 US 388, 79 
L ed 446, 55 S Ct 241. Even so, there 
must be some standard of interpreta- 
tion less vague than the Commission’s 
uncontrolled discretion. | Compare 
Champlin Refining Co. v. Oklahoma 
Corp. Commission (1932) 286 US 
210, 76 L ed 1062, 52 S Ct 559, 86 
ALR 403; A. B. Small Co. v. Ameri- 
can Sugar Refining Co. (1925) 267 
US 233, 69 L ed 589, 45 S Ct 295; 
United States v. L. Cohen Grocery Co. 
(1921) 255 US 81, 65 L ed 516, 41 
S Ct 298, 14 ALR 1045; International 
Harvester Co. v. Kentucky (1914) 
234 US 216, 58 L ed 1284, 34 S Ct 
853. What is “liable to be or to have 
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been” is, indeed, an elastic expression 
which, when applied to the rather un- 
certain concept of what may be “such 
an absence of arm’s-length bargain- 
ing . as to make it necessary or 
appropriate in the public interest” to 
impose upon one the statutory status 
of an affiliate, gives the whole a mean- 
ing still more elusive. For that very 
reason it is especially important for a 
reviewing court to make sure that the 
Commission’s order has substantial 
evidence to support the findings of 
fact upon which it is based. Only if 
there is substantial evidential support 
for them are they conclusive. 15 
USCA § 79x (a). And this means 
support more firm than that afforded 
by suspicion, conjecture, or but a scin- 
tilla of evidence. “It means such rele- 
vant evidence as a reasonable mind 
might accept as adequate to support a 
conclusion.”’ Consolidated Edison Co. 
v. National Labor Relations Board 
(1938) 305 US 197, 229, 83 L ed 
126, 26 PUR(NS) 161, 171, 59 S 
Ct 206, 217. See, also, Gunning v. 
Cooley (1930) 281 US 90, 94, 74 L 
ed 720, 50 S Ct 231; National Labor 
Relations Board v. Columbian Enam- 
eling & Stamping Co. (1939) 306 US 
292, 300, 83 L ed 660, 59 S Ct 501; 
Ballston Stillwater Knitting Co. v. 
National Labor Relations Board 
(1938) 98 F(2d) 758, 760. 

Before discussing the evidence, the 
Commission’s Rule U-12F-2 should 
be considered for that was relied on as 
the justification in law for the order. 
In so far as now material, its promul- 
gation was an attempt by the Commis- 
sion to apply the above-mentioned 
statutory definition of affiliate to any 
underwriter of any securities in con- 
nection with the issue, sale, or acqui- 
43 PUR(NS) 


sition of which an application or dec. 
laration was required under the act, 
This was expressly limited, however, 
to the purpose of the rule which was 
to make it possible to deny a fee to any 
person found to be within its scope, 
I have little doubt that this rule was 
within the Commission’s rule-making 
power and that it is valid provided it 
is not construed so broadly as to make 
it a substitute for proof. Yet it does, 
indeed, resemble punitive legislation 
beyond the limits of the act. What | 
would emphasize is that the same sort 
of substantial evidence is needed to 
bring any person within the rule as is 
required to bring one within § 2 (a) 
(11) (D), 15 USCA § 79b (a) (11) 
(D). The rule-making power does 
not, of course, exceed the power of 
Congress itself to legislate. And the 
authority of an administrative board 
to make rules is always only to make 
them in accord with the specific pow- 
er, subject to its limitations, lawfully 
granted by Congress in the statute. 
United States v. Chicago, M., St. P. 
& P. R. Co. 282 US 311, 324, 75 L 
ed 359, PUR1931B 314, 51 S Ct 159. 

The pertinent language of the rule 
is that it shall be applicable to, “Any 
person who the Commission finds 
stands in such relation to the declar- 
ant, or applicant, or to the person by 
whom the fee is to be paid, that there 
is liable to be or to have been an ab- 
sence of arm’s-length bargaining with 
respect to the transaction.” It is per- 
haps significant that here, in some con- 
trast to what may be called the parent 
section of the statute, the test, so far 
as language is concerned, is made sole- 
ly the liability of an absence of. arm’s- 
length bargaining with respect to the 
transaction. In this particular in- 
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stance the Commission did reach the 
conclusion that the public interest was 
liable to be adversely affected but if it 
is held, as I think this court is, in ef- 
fect, holding, to mean in practice that 
the Commission may apply the rule as 
it happens to see fit whenever it elects 
to regard its own conjectures as evi- 
dence of fact the rule itself is invalid 
because it gives the Commission un- 
controlled discretion to blow hot or 
cold as it happens to choose—a power 
which even Congress could not dele- 
gate to it under the Constitution and 
the authorities above cited. 

The assumption of uncontrolled 
power has in this instance led the Com- 
mission to dispense with essential evi- 
dence in making its order and to arrive 
at a result unsupported by the facts 
under the law. That makes it neces- 
sary to review the facts briefly. 


The petitioner was organized by the 
partners of J. P. Morgan & Co., and 
they continued to have such an interest 
in its affairs that I agree there is evi- 
dence which would support a finding 
that, for the purpose of Rule U-12 
F-2, it and the Morgan firm may fair- 


ly be treated as one. That is by no 
means true, however, in respect to 
Dayton. There was no intimate re- 
lationship by way of stock interest. 
The Morgan partners had but a negli- 
gible, minute stock interest of less 
than 4 of 1 per cent even in United, 
and United owned only some 19.6 per 
cent of the voting stock of Columbia 
Gas & Electric Corporation, of which 
Dayton was a wholly owned subsid- 
lary. It is true that there had been 
in the past satisfactory business trans- 
actions between the men in what may 
be called generally the Dayton man- 
agement and what may be equally 
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generally called the Morgan firm. No 
doubt there were also personal friend- 
ships and it is scarcely to be doubted 
that what is often called good will in 
business was present. This would 
naturally lead Dayton to consider con- 
sulting the petitioner concerning this 
financing operation with a view to 
learning whether it was a feasible one 
and whether some agreement to have 
the petitioner undertake it could be 
reached. That was done and an agree- 
ment was made under which the peti- 
tioner did do the work both, as is con- 
ceded by all, well and at a reasonable 
cost. The evidence will support no 
contrary findings which are of fact 
alone and no such findings were made. 

And so far as the present petition is 
concerned, it is to be taken for grant- 
ed that the bond issue, in amount and 
otherwise, was in the public interest. 
It had been authorized by the Public 
Utilities Commission of Ohio and it 
had the approval of the Securities and 
Exchange Commission to the extent 
of an order approving an application 
for exemption under § 6 (b) of the 
act, 15 USCA § 79f (b). In Re 
Dayton Power & Light Co. (1940) 6 
SEC 787, 33 PUR(NS) 98. Obvi- 
ously it was entirely proper for Day- 
ton to sell these bonds and it was rea- 
sonable, if not absolutely necessary, 
for Dayton to engage some under- 
writer to do that. If not the petition- 
er, someone else in that business. Con- 
sequently, one would naturally look 
for evidence in support of this order 
to indicate the likelihood that, if the 
petitioner did it, the work would not 
be as well done or would not be as 
economically done or would in some 
way not be as beneficial to Dayton and 
to the public as it would be if done by 
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someone else. This record is barren 
of any such evidence. 

In the absence of proof, worthy of 
the name, to show that the petitioner 
had any means by which it could bend 
Dayton to its will, the Commission at 
long length, by extremely tenuous and 
subtle deductions, finally guessed itself 
into believing that there were subtle re- 
lationships which supported its ulti- 
mate conclusion that the petitioner 
should be denied its fee under Rule 
U-12F-2. Its opinion as filed dis- 
closes, without expressly admitting, 
that the Commission merely suspected 
what it concluded in this regard. The 
only tenable alternative is that it act- 
ed on information it had which was 
not in evidence. If so, the order is 
palpably erroneous. As Mr. Justice 
Brandeis said in the Chicago Junction 
Case (1924) 264 US 258, 263, 68 L 
ed 667, 44 S Ct 317, 319, ‘Facts con- 
ceivably known to the Commission, 
but not put in evidence, will not sup- 
port an order. Interstate Commerce 
Commission v. Louisville & N. R. Co. 
(1913) 227 US 88, 93, 57 L ed 431, 
33 S Ct 185.” And as the same learned 
justice also said in the same case 
e to make an essential finding 
without supporting evidence, is arbi- 
trary action.” 

The result is that the Commission, 
having attributed some new, and 
“subtle” meaning to the phrase “arm’s- 
length bargaining” as used in its rule, 
has made a determination of a mixed 
question of law and fact not binding 
upon a reviewing court which per- 
forms its duty under Helvering v. 
Tex-Penn Oil Co. (1937) 300 US 
481,81 Led 755, 57S Ct 569. Acon- 
clusion as to an arm’s-length transac- 
tion is open to correction. Campana 
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Corp. v. Harrison (1940) 114 F(2d) 
400. 

That term as used in this rule or in 
this statute has received no judicial in- 
terpretation so far as I am aware and 
most of the cases dealing with it have 
been those where some fiduciary or 
subsidiary relationship was involved, 
In Pepper v. Litton (1939) 308 US 
295, 84 L ed 281, 60 S Ct 238, there 
was the claim of a director against his 
bankrupt corporation. |§ American 
Teleph. & Teleg. Co. v. United States 
(1936) 299 US 232, 81 L ed 142, 16 
PUR(NS) 225, 57 S Ct 170, was 
concerned with the relationship of 
many subsidiaries and affiliates in the 
Bell system. In Natural Gas Pipeline 
Co. v. Slattery (1937) 302 US 300, 
82 L ed 276, 21 PUR(NS) 255, 58 
S Ct 199, the court pointed out that 
where there were common directors 
and common ownership of a substan- 
tial amount of stock of the two trans- 
acting companies there need not be 
control secured through ownership of 
a majority of the voting stock to con- 
stitute absence of arm’s-length bar- 
gaining. Joint adventurers were in- 
volved in Meinhard v. Salmon (1928) 
249 NY 458, 164 NE 545, 62 ALR 
1. And in Webster v. Kelly (1931) 
274 Mass 564, 175 NE 69, and Feiber 
v. Copeland (1931) 232 App Div 504, 
250 NY Supp 429, the relationship 
was that of attorney and client. E 
Albrecht & Sons v. Landy (1940) 114 
F(2d) 202; Bourjois v. McGowan 
(1935) 12 F Supp 787, affirmed 
(1936) 85 F(2d) 510, and Inecto v. 
Higgins (1937) 21 F Supp 418, had 
to do with the phrase in tax situations 
respecting transactions between corpo- 
rations and wholly owned subsidiaries. 
In Black’s Law Dictionary it is stated 
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that, “Parties are said to deal at arm’s 
length when each stands upon the 
strict letter of his rights, and con- 
ducts the business in a formal manner, 
without trusting to the other’s fairness 
or integrity, and without being sub- 
ject to the other’s control or overmas- 
tering influence.’ As used in this 
rule “‘arm’s-length bargaining” should 
mean bargaining in which the issuer 
of the security is competent to, and 
does, freely seek to promote its own 


SECURITIES & EXCHANGE COM. 


best interest with due regard for the 
public and in accord with fair and hon- 
est business methods. Any conclusion 
that the arrangements for this finan- 
cing were not so made by the repre- 
sentatives of Dayton, or were liable 
not to have been so made by them in 
dealing with the petitioner, goes far 
beyond any substantial evidence in this 
record. 

I would grant the petition to set 
aside the order. 





CALIFORNIA RAILROAD COMMISSION 


Crocker Hotel Company 


Pacific Telephone & 


Telegraph Company 


[Decision No. 35238, Case No. 4613.] 


Service, § 455 — Telephone — Right to retain number. 
A business telephone subscriber is not entitled to retain a particular tele- 
phone number even though it has been retained for many years and its con- 
tinued possession is of great value, where a change is necessary because of 
changes in central office equipment arising from greatly increased traffic 
demands because of the impact of war. 


[April 7, 1942.] 


C 


By the Commission: Complainant, 
the owner and operator of the Hotel 
St. Francis in the city of San Fran- 
cisco, asks the Commission to restrain 
the telephone company in its proposed 
change of the hotel’s telephone number 
from DOuglas 1000 to YUkon 2131. 
It is alleged that the present number 
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OMPLAINT asking that telephone company be restrained from 
changing telephone number of hotel; dismissed. 


> 


has been retained for more than thirty 
years and that the continued posses- 
sion of this number is of great value 
to the hotel. It is further alleged that 
in so far as it may have become neces- 
sary for the company to make changes 
in its central office equipment and as- 
sign new numbers to any telephone 
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subscribers for the purpose of reliev- 
ing existing traffic congestion, such 
traffic congestion is not attributable 
entirely to the increased use of tele- 
phone service by the hotel itself but by 
other large telephone subscribers. 

These allegations are set forth in a 
formal complaint filed April 1, 1942. 
No formal hearing has been had upon 
this complaint. However, the same 
matter was earlier brought to the Com- 
mission’s attention by informal com- 
plaint, conferences were held to enable 
the respective parties to present their 
contentions and a physical survey was 
made by the Commission’s own en- 
gineers. A further hearing would not 
add materially to the information now 
before us. We believe, therefore, that 
it is incumbent upon us to at once ex- 
press judgment upon the formal com- 
plaint now filed. Our conclusion, as 
before expressed to the parties infor- 
mally, is that no ground appears for 
interference with the company’s pro- 
posed action. 

The intricate mechanical equipment 
of a modern telephone plant is not 
designed to permit each subscriber the 
privilege of selecting a number agree- 
able to him or to retain for all time 
the number first assigned. The same 
is true of the name prefixed to the num- 
ber, for both are but an identifying de- 
vice by means of which a multitude of 
telephonic connections may be made. 
The name prefix YUkon is merely a 
convenient way of expressing the 98 


digit series. Obviously, there are but 
few names which begin with the let. 
ters YU. The word Yukon has no 
significance whatever. 

The company’s filed tariff rules pro- 
vide that a patron obtains no proprie- 
tary right to a particular number as- 
signed to his service connection and 
that reasonable changes in numbers 
and central office equipment may be 
made as the company’s requirements 
demand. Similar rules are uniformly 
approved by state regulatory bodies as 
essential to the maintenance of eff- 
cient service to telephone subscribers 
generally. The rule itself is not chal- 
lenged. There is no indication that 
the proposed action of the company is 
arbitrary or capricious. It seems to 
be conceded that it is taken for the sole 
purpose of meeting exigencies arising 
from the greatly increased traffic de- 
mands that have arisen out of the im- 
pact of the war effort. It is our con- 
clusion that we should not and may 
not appropriately issue the restraining 
order requested. 

If the complainant desires a hearing 
at which it may introduce further evi- 
dence, it may present its request in a 
petition for rehearing of this order 
dismissing the complaint. 

The Commission having considered 
the complaint herein, and good cause 
appearing, 

It is ordered that the complaint be 
and hereby is dismissed. 
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SAVES SECONDARY 


In these days of hard-to-get materials, Kuhlman SAF- 
CoP PE R : C U TS T-KUHL Transformers are an especially wise invest- 
j N S T A L L AT j 0 * COSTS ment. They banish the hazard of loss due to fire. They 
eliminate the need of elaborate vaults, save floor space 
and considerable of the secondary wiring ordinarily 
required. 


SAF-T-KUHL Transformers require little, if any, main- 
tenance. Constant use does not affect the cooling fluid. 
g ED UC ES POWE ~ High dielectric strength, both at normal frequency and 


impulse gives SAF-T-KUHL Transformers great ability 


LO S S E S . B E T T 3 R to withstand voltage surges caused by lightning or 
Vy 0 LT A G FE ie E G U L AT | 0 & switching operations. Write today for further facts about 


these time and money-saving, 100% safe Transformers, 
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SPEED UP-S\QW DOWN 


\ ans BRIDGE the gap between 
tire supply and demand by 1944—— 


If government gives industry the 
green light for the production of syn- 
thetic rubber; 


And if motorists stretch the life of their 
tires by 20,000 miles, which they can do if 
they will. 


The dramatic story of synthetic rubber 
goes back to 1929 when American industry 
obtained from Germany a process which 
led to three different kinds of synthetic 
rubber. 


On one of these—Butyl—motorists must 
pin much of their hopes today. Originally a 
Butyl tire was good for only 17 miles. But in 
1940 American laboratories were getting 
200 miles out of them. They were learning. 
Today this synthetic rubber will last 10,000 
miles at speeds of 35 miles and less per 
hour. 


There is progress, too, in other synthetics 
—in Neoprene, Ameripol, Buna S—to men- 
tion a few—production of which will be 
required for military purposes. 


In cutting through the confusion that has 
surrounded the rubber situation Nation’s 
Business uncovered significant facts about 
tires and war production. In a 10,000 word 
article in the May issue the conclusion is 
reached that we must speed up rubber pro- 
duction, and slow down tire consumption. 


There are 34,000,000 cars and trucks in 
this country. 16,000,000 of these may be 
forced off the road for lack of rubber unless 
every motorist does his part in conserving 
tires and prolonging mileage. 


48,000 towns and cities are dependent 
solely on motor cars for passenger and 
freight transportation. 


The retirement of millions of automobiles 
would impose in the next two years an un- 
bearable burden on buses and street rail- 
ways; and tie up an investment by the public 
of billions of dollars in cars, trucks and 
buses. 


Such are the effects which would flow 
from a quick upset in our automotive way of 
life. But the upset can be minimized—the 
bad effects largely avoided—if we'll see the 
job as a two-way race to a goal—rubber— 
in 1944, 


It’s a Speed-Up—Slow-Down race. A 
speed-up in production by industry, and a 
slow-down in consumption by the motorist 
until a balance between these two factors is 
established. And we can do that by 1944. 


* 
This message is published by 


NATION’S BUSINESS 


MAGAZINE 


It is the 63d of a series contributed toward a better 
understanding of the American system of business 





Pay Industrial Progress 


Selected information about manufacturers, new prod- 


ucts, and new methods. Also news on utility expansion 
programs, personnel changes, recent and coming events. 


Equipment Notes 
Improved Deep-hole Driller 
New features have recently been added to 
the famous X-71WD Drifter, manufactured 
by Ingersoll-Rand Company. This drifter has 
been developed for wagon drill service, in 
which the drilling of deep holes is usually re- 


X-71WD with FM2 wagon drill mounting. 


quired. New features include a positive method 
of blowing—a method which directs more 
blowing air through the drill steel. Thus, little 
air escapes around the sides of the shank. 

This is considered a major improvement 
over the method formerly used, since it vir- 
tually eliminates the wastage of air and directs 


a strong, steady current to the bottom of th 
hole—where it is needed for cleaning. 

The X-71WD has a longer stroke and 
heavier piston than any other drill made t 
day. These features—long stroke and heay 
piston—provide strong rotation and strikinj 
force necessary to overcome the inertia of 
heavy drill steel; they also permit the use ¢ 
larger bits. The combination of these facto 
explains the success of the X-71WD in deep 
hole wagon drill work. 1 


Electric Tire-branding Tools 


An electric branding torch for tire identifi 
cation is announced by the Master Mfg. Co 
1400 W. Fulton St., Chicago. 

The tire branding outfit is offered in tw 
models, Master No. 1 light duty for passengef 
cars and No. 2 heavy duty for truck and pas 
senger cars. 

The manufacturer also offers an electric ro 
tary tire brander for serial numbering in or 
der to record mileage and identification. The 
heating element in all three tools is replace 
able. 


“Bomb-Quench” Snuffs Out Incendiaries 


A powder “Bomb-Quench” for fighting 
magnesium fires is announced by the O. H 
Adams Co., Manufacturing Chemists, 201 
East Thomas Ave., Milwaukee, Wis. 

When sprinkled from its 5-ft. tube over 3 
blazing magnesium fire, the “Bomb-Quencl’ 
powder quickly softens in the heat. As it flows 
over the burning mass, it forms a completel) 
airtight cover that stops combustion quickly 
and creates an extinguishing chemical vapo 
within the insulated crust formed over the 
mass of burning molten metal. Although 
“Bomb-Quench” forms a_ solid supporting 
crust which can be readily removed from the 
surface on which it is formed, it is still soft 
enough to be broken up-if desired. ae 

Simulated incendiary bombs, both weighing 
more than the ordinary bomb, were satisfac- 
torily extinguished within 42 seconds and 6 





BLACKOUTS and other WAR MEASURES 
DEMAND PROTECTIVE LIGHTING 


WHEAT 


Rechargeable Spotlight 


KOEHLER MFG. CO. Marlboro, Mass. 


25,000 Beam C.P. 
2 Be 


: Beam 
12 A.H.—4 Volt 
Weight 6 Ibs. 
1,000 Hours 
Battery Life 
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Fight! WORK! and SAVE!” 


A War Message on WAR BONDS from the 
President of the United States 


... The American people know that if we would 

raise the billions which we now need to pay for the 

war and at the same time prevent a disastrous rise in 
the cost of living, we shall have to double and more than 


double the scale of our savings. 


“Every dime and dollar not vitally needed for absolute 
necessities should go into WAR BONDS and STAMPS 


to add to the striking power of our armed forces.” 


.... FRANKLIN D. ROOSEVELT 
April 28, 1942. 


Buy U.S. War Savings BONDS « STAMPS 





This space is a contribution to America's All-Out War Effort by 


VALENTINE CLARK CORPORATION 


ST. PAUL, MINNESOTA 
FINISHED CEDAR POLES ESTABLISHED 1892 
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seconds respectively in a test demonstration. 
The instantaneous snuff-out action of the 
Bomb-Quench was proved by the fact that a 
good percentage of the magnesium metal re- 
mained unburned under the extinguishing crust. 


Small Turret Lathe 


A new bench model Turret Lathe for rapid 
production to close tolerances on chucking op- 
erations or bar work has just been announced 
by the South Bend Lathe Works, South Bend, 


Lathe for Second Operation Work 


Ind. This lathe has a 10 in. swing over the 
bed and saddle wings, 13 in. hole through the 
headstock spindle, and 1 in. collet capacity. 

The latter is furnished with front and rear 
tool blocks which provide three tool positions. 
The underneath motor drive and back gears 
deliver twelve spindle speeds, from 97 to 700 
R.P.M. 

A large assortment of attachments and ac- 
cessories simplify tooling for specialized work 
or second operation jobs. 


Plastic for Rubber Repair Jobs 


A new, rubber plastic product for various 
repair jobs on conveyor belts, tires and other 
rubber products is offered by the So-Lo 
Works, Cincinnati, O. 

The material, a putty-like substance, con- 
tains a very small proportion of crude rub- 





70 MASTER-LIGHTS 
® Electric Portable Hand Lights. 
@ Repair Car Spot and Searchlights. 
© Emergency (Battery) Floodlights. 


CARPENTER MFG. CO. 


179 Sidney St., Cambridge, Mass. 
MASTER-LIGHT MAKERS 








ber. The manufacturer points out that an aver- 
age repair made with this product on a con. 
veyor belt or on protective clothing such as 
boots and gloves contains less than one forty. 
eighth of an ounce of rubber which means 
that only a fraction of an ounce of rubber may 
keep equipment containing hundreds of pounds 
of rubber on the firing line. 


Glass Floodlight 


A new glass floodlight combining the high 
reflectivity of silvered glass with unusual re- 


sistance to shock has been announced by the § 


Lighting Division of the General Electric Co, 
The new unit was designed to eliminate vital 
materials needed for war work. 

Although the reflecting surface is made en- 
tirely of glass, it is completely shatter-prvof, 
The reflector is coated by electrolytically de- 
posited metal which together with an over-all 
backing of porcelain enamel will keep the glass 
from shattering even if it is broken by a severe 
blow. 

The reflector is joined to a metal socket 
housing which is thoroughly sealed with a 
lieat-resistant gasket and which acts as a pre- 
ventative against the entrance of water, mak- 
ing the floodlight corrosion-proof. Door glass 
and gasket fit solidly against the reflector, fur- 
ther assuring protection against water, dust 
or dirt. This floodlight, said to be from 10 to 
30 per cent more efficient than all-metal units 
it replaces, utilizes 300- or 500-watt lamps. It 
is known as G-E Type L-49. 


Fibre Pipe Aids Oil Production 


The world’s first oil well cased with fibre 
pipe and concrete as a substitute for steel was 
put in successful operation in Illinois recently 
according to an announcement by the Fibre 
Conduit Company, Orangeburg, N. Y. Experts 
in the industry believe it is the beginning of 
increased oil production in all parts of the 
United States, especially in the shallow-well 
fields. 

The use of fibre conduit, supported by con- 
crete, as oil-well casing, according to the com- 
pany’s vice president, F. P. Combier, is a 
revolutionary process which should prove to 
be of great value to the government, both as 
a means of saving much-needed steel and of 
increasing oil production. : 

The Fibre Conduit Company, organized in 
1893, is an important supplier of the electric 
utility companies. 


Use of Black Conduit Conserves Zinc 


The substitution of black conduit for white 
in all cases where zinc-coated conduit is not 
absolutely required, is being urged upon cor- 
duit users by the General Electric Co. which 
points out that thousands of pounds of zinc 
can thus be saved for vital war purposes. 

The present practice of the industry, of 
course, is to use zinc-coated conduit pre 
dominately to protect wiring systems because 
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RNISHED CAMBRIC - RUBBER POWER CABLES - BUILDING WIRE - RADIO 


CRESCENT 


SIUIM 


VAAL AL 


a718#V9 IVNO9IS 


A NEW Product! 
Uses NO Rubber! 


This new, factory-fabricated cable has been developed in response 
to the need for a wiring method that eliminates the use of rubber. 
WARFLEX is especially suited for Cantonments and War housing. 


* SQUYODO ATHIXATA - 


Send for Further Information and Prices. 





A Partial List of CRESCENT Products 


Building Wires & Cables Synthol Synthetic Insulated Wires 
Rubber Power Cables CRESFLEX Non-metallic Sheathed Cables 
Varnished Cambric Cables Bare and Weatherproof Wires 

Parkway Cable Portable Cords and Cables 

Signal & Control Cable Flexible Steel Conduit 

ABC Armored Cable All other Standard Wires & Cables 











CRESCENT INSULATED WIRE & CABLE CO. 


* $218V9 AVMHAUVd GNV GISVONA-AVatT 





OWuV 


CRESCENT 
WIRE and CABLE 


Factory: TRENTON, N. J.—Stocks in Principal Cities 











mMaAaV) aiw 


RESCENT ENDURITE SUPER-AGING INSULATION + WEATHER-PROOF WIR 
This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 
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a zinc covering gives lasting protection under 
all conditions. However, enamelled conduit, 
carefully handled and carefully installed gives 
durable protection, in most locations. 


New Proving Grounds 


To make sure Westinghouse circuit break- 
ers will protect electric systems against even 
the most powerful short circuits, engineers 
now test these protective devices with 2,000,- 
000 kilowatt electrical punches—equal to the 
power of 75,000 lightning bolts. This test power 
is produced by two 500-ton generators in a 
new high power laboratory at the East Pitts- 
burgh works, said to be the world’s mightiest 
electric proving grounds. 


> 
Catalogs and Bulletins 


Wartime Condenser Catalog 


A wartime catalog has been issued by the 
Aerovox Corp., New Bedford, Mass. Start- 
ing out with a cover that reflects the stern 
atmosphere of the huge plant working day 
and night on the radio fighting and home 
fronts, the catalog lists those essential con- 
densers, resistors and test instruments still 
produced, stocked and available for prompt 
delivery. 

A further wartime note is the inclusion of 
several pages of motor-starting replacement 
capacitor listings, in acknowledgment of wide- 
spread and growing demand for refrigerator 
maintenance. A copy of this catalog may be 
had by addressing the manufacturer. 


“Undervoltage” 


A colorful brochure entitled “Undervoltage, 
has been issued by the General Electric Co. 
The attractive 9 x 12 in. booklet (GES-2973) 
contains a realistic appraisal of a growing 
menace to maximum war production and of- 
fers a speedy, certain solution. 


” 


Booklet on Appliance Care 


A booklet and seven small folders on the 
use and care of appliances, and two booklets 
on nutrition, all pre-tested and geared to war 
time needs, are now being circulated by Gen- 
eral Electric Co.’s appliance and merchandise 
department, Bridgeport, Conn. 

The booklet on appliance care, is a 16-page, 
two-color manual, characterized by light treat- 





DICKE TOOL CO., Ine. 
DOWNERS GROVE, ILL. 
Manufacturers of 
Pole Line Construction Tools 


They’re Built for Hard Work 











ment for easy reading. It covers ae 
ranges, washers, cleaner, radios, toasters, sand- 
wich cookers, wafile i irons, electric irons, coffee 
makers, mixers and roasters. 


Feeder Voltage Regulators 


Especially designed for feeder circuits and 
industrial plants, air-cooled induction feeder 
voltage regulators of from 12 to 24 kva are 
described in a new 11-page bulletin announced 
by Westinghouse Electric and Manufacturing 


oO. 

Among the features discussed in detail are | 
electro-dynamic braking phase angle adjust- 
ment and a new regulating relay. Operation 
and construction details are fully covered. In- | 
cluded in standard accessories furnished is q | 
description of the operating mechanism, limit 
switch supply transformers and control facili- 7 
ties. ; 

Control panel photographs identify and list 
principal parts: wiring diagrams show most 
common circuit connections. 


Fire Fighting and Sabotage 


A leaflet “How to Fight Fires Resulting 
from Air Attacks” has been prepared for dis- 
tribution ($3.75 per 100) by National Fore- 
men’s Institute, Inc., Deep River, Conn. 

A 12-page reprint from the manual “Sabo- 
tage—How to Guard against It,” also is avail- 
able ($12.50 per 100) from the Institute, 
Quantity prices upon request. 


How to Test and Adjust G-E Watthour 
Meters 


This manual (GET 813B) is intended to 
outline suggested procedures and calibration 
limits for testing a-c watthour meters. It is 
prepared primarily for more recent types of 
General Electric meters but is, however, also 
suitable for older types of meters. 

While the suggested procedures of tests are 
quite complete, it may be advisable under cer- 
tain conditions to make departures from them. 

Diagrams illustrating the internal meter con- 
nections, as well as testing connections, have 
been omitted because of the excessive space 
required to cover the numerous types and ap- 
plications of General Electric watthour meters. 
The reader is referred to the general instruc- 
tion pamphlets covering G-E meters and to 
the “Electrical Metermen’s Handbook” which 
includes connection diagrams. 


Recent G-E Bulletins 


Flamenol Bus-Drop Cable (GEA-3801) de- 
scribes the cable, enumerates its advantages 
and explains how the cable is installed. 

Power Cable for Industrial Plant Projects 
(GEA-3656) gives an important message on 
how interlocked armor cable effects vital sav- 
ings from primary or secondary power runs. 

Air Circuit Breakers (GEA-2997B) shows 
the installation and use of air circuit breakers 
as the overcurrent protection and disconnect- 
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INNEAR MEETS © 
ODAY’S EXTRA 
JOOR NEEDS! 





he tough, interlocking-slat construction of Kin- 
ear Rolling Doors stands up under today’s hard, 
nishing night-and-day service ... gives the 
tra protection needed at doorways in wartime. 
nd Kinnear’s coiling upward action provides the 
most in efficient, space-and-time-saving door 
peration. They are built any size, for any build- 
g, and are engineered to fit the individual open- 
gs. Write today for recommendations, or ask 
br a copy of the new complete catalog on Kin- 
ar Rolling Doors. We'll gladly send you a free 
bpy, without obligation. The Kinnear Manu- 
cturing Company, 2060-80 Fields Avenue, 
olumbus, Ohio. 





SAVING WAYS 
IN DOORWAYS EINNEAR 
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Catalogs & Bulletins (Cont'd) 


ing means in resistance-weld ng-machine cir- 
cuits. 

Oil and Insulation Testing Set (GEA-2732- 
A) describes 35,000-volt equipment for quick, 
accurate and safe testing of oil and other 
insulations. 


Flow Indicating Devices 


A circular entitled “To Help You Win the 
War of Production” and a booklet on “Flow 
Indicating Devices,” have been issued by S. F. 
Bowser & Company, Inc., manufacturer of 
liquid control systems and equipment, Ft. 
Wayne, Ind. 


> 
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G-E Names Deines Radio Advertising 
Manager 


Harry J. Deines has been appointed adver- 
tising manager of the General Electric Radio, 
Television and Electronics Department, and 
also made a member of General Electric’s Ad- 
vertising Committee, according to a recent an- 
nouncement by the company. 

Since December, 1940, Mr. Deines had been 
manager of advertising and sales promotion 
for the receiver division of the department 
at Bridgeport, Conn. He joined the General 
Electric Company after graduating from the 
University of Colorado in 1930. 

A substantial national advertising campaign 
featuring the G-E radio service plan is being 
carried on by the radio department through 
national magazines and by radio. 


Building World’s Largest Generators 


Work has been started on three additional 
108,000 kilowatt waterwheel generators for 
Grand Coulee Dam to power aluminum plants 
and other war industries in the Pacific North- 
west. This brings to nine the number of these 
waterwheel generators—largest in the world 
—which Westinghouse has contracted to build 
for Grand Coulee. Three of the 108,000 kilo- 
watt machines already have been completed 
and installed at the huge hydro-electric power 
development in the state of Washington; three 
have been under construction since last Au- 


gust. 

Each 24-foot-high generator is 45 feet in 
diameter and consists of 1,000 tons of parts, 
requiring 38 freight cars for shipment from 
the Westinghouse East Pittsburgh works to 
the dam. The heaviest parts are the steel 
frame; the spider—a single piece of steel 
weighing 75 tons used to support the rotating 
mechanism on the shaft—and a 74-foot steel 
shaft, which weighs 153 tons. The shaft is so 
long it has to be made in three parts and 
bolted together. 

Ultimately, Grand Coulee will have 18 of 
these 108,000 kilowatt waterwheel generators, 
making it the largest single source of power 


in the world. After the war sonie of the elec. 
tricity will be used eventually to pump water 
into the vast, semi-arid Big Bend area, 50 to 
125 miles southwest of the dam. There, the 
water will restore productivity to about 1, 
200,000 acres deprived by the Cascade Moun- 
tains of moisture bearing winds from the Pa- 
cific Ocean. 


Foster Wheeler Wins Navy “E” 


The award of an “E” for excellence to 
Foster Wheeler Corporation by the Navy De- 
partment, came recently as the culmination of 
fifty years service in supplying equipment for 
the ships and yards of the Navy. 

Vice Admiral Samuel M. Robinson, with 
staff of officers, came from Washington for 
the ceremony held at the new erecting shop at 
Carteret, N. J., before about 2,000 employees 
and guests, and a rumber of other officers from 
the Third Naval District were also in attend- 
ance. 

In 1891, the Carteret shops built the con- 
densers for the armored cruiser “New York,” 
which later became the flagship of Admiral 
Sampson at the battle of Santiago in the Span- 
ish-American War. At least four men in the 
Foster Wheeler organization have worked 
through three wars for the Navy and other 
Government departments—certainly a record 
that is hard to beat. 

At present, the new and greatly enlarged 
shops are producing steam generators, con- 
densers, distillers, pumps and their auxiliaries 
for the great ships of the Navy, for the U. S. 
Maritime Commission and for the U. S. Coast 
Guard, 


Silex Appointments 


Frank E. Wolcott, Jr., has been named vice- 
president in charge of sales of The Silex Com- 
pany, Hartford, Conn. Charles H. Newman, 
formerly western sales manager of The Silex 
Company, has been named sales manager, with 
headquarters at the factory in Hartford. 


San Diego Utility Awarded Coffin Medal 


The San Diego Gas and Electric Company, 
a utility organization serving a population of 
351,000 in 67 communities in and around San 
Diego, California, has received the Charles A. 
Coffin medal for 1941, awarded for the com- 
pany’s outstanding record of performance. 
The medal was presented at a meeting in New 
York City of the Edison Electric Institute, 
by Stuart M. Crocker, vice-president of the 
General Electric Company. 

The Charles A. Coffin Foundation, estab- 
lished by the General Electric Company in 
1922 in honor of its founder and first presi- 
dent, makes available each year through the 
Edison Electric Institute a gold medal and 
$1,000 to a company which during the year 
has made a distinguished contribution to the 
development of electric light and power for 
the convenience of the fs md and the benefit 
of the industry. The check for $1,000 is for 
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Why dig through a 
PILE 
of Catalogs? 


Find the 
Fitting 
you need, 


quickly— Af ams 
in the COMPLETE line 


If you have a Penn-Union Catalog, you 
can instantly find practically every good 
type of conductor fitting. These few 
can only suggest the variety: 


Universal Clamps to take a 
large range of conductor sizes; 
with 1, 2, 3, 4 or more bolts. 


ie 
L-M Elbows, with compression units 
giving a dependable grip on both con- 
ductors. Also Straight Connectors and 
Tees with same con- 
tact units. 


Bus Bar Clamps for installa- 
tion without drilling bus. Single 
and multiple. Also bus sup- 
ports—various types. 


Clamp Type Straight Connectors 
and Reducers, Elbows, Tees, Ter- 
minals, Stud Connectors, etc. 


Jack-Knife connectors for simple 
and easy disconnection of mo- 
tor leads, etc. Spring action— 
Z self locking. 

Vi-Tite Terminals for quick & 
installation and easy taping. a 

so sleeve type terminals, & é 
screw type, shrink fit, etc. etc. - . 

Ee Goa 

Splicing Sleeves, Figure 8 and Oval, seamless tub- 
ing—also split tinned sleeves. High conductivity 
copper; close dimensions. 
Preferred by the largest utilities and 
electrical manufacturers—because they 
have found that “Penn-Union” on a fit- 
ting is their best guarantee of Dependa- 
bility. Write for Catalog. 
PENN-UNION ELECTRIC CORPORATION 
ERIE, PA. Sold by Leading Jobbers 


a 
N 


PENN-UNIO 


Leon ok, 52k SF On ga f° | FITTINGS 
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the employees’ welfare organization of the 
company receiving the award. 

The committee, in determining the award 
to the San Diego Gas and Electric Company, 
was motivated by the company’s achievements 
in a variety of fields, one of the outstanding 
accomplishments being the enlargement of ex- 
isting steam plant and interconnection facilj- 
ties, and inauguration of construction to in- 
crease generating capacity by 33 per cent. 

Judges for the award were Dr. Karl T, 
Compton, president of Massachusetts Institute 
of Technology; H. P. Liversidge, chairman 
of prize awards committee of Edison Electric 
Institute, and Charles W. Kellogg, president 
of the Institute and chairman of the commit- 
tee of judges. 


Another Service Star for Copperweld 


J. J. Healy, formerly with the Chicago of- 
fice of the Copperweld Steel Company, is now 
a Lieutenant in the U. S. Army Air Corps 
stationed at Field Point, Providence, R. I. 


Navy “E” Awarded Koppers Co. 


The coveted Navy “E” burgee recently was 
awarded to Koppers Company, Bartlett Hay- 
ward division. The award was the third to 
be made in this country on recommendation 
of the Naval Bureau of Aeronautics. 

The presentation was made by Rear Ad- 
miral John H. Towers, U.S.N., chief of the 
United States Navy, Bureau of Aeronautics. 
A delegation of naval air officials from Wash- 
ington attended the ceremonies which were 
held at tue company’s plant in Baltimore be- 
fore a throng of 7,000 employees and guests. 

Governor Herbert R. O’Conor of Maryland 
and Mayor Howard W. Jackson of Baltimore 
were on the program and Frazier Hunt, radio 
commentator was master of ceremonies. Wal- 
ter F. Perkins, vice president of Koppers Com- 
pany and general manager of the Bartlett Hay- 
ward division, received the burgee from Rear 
Admiral Towers in behalf of the employees. 


Street Lighting Maintenance Program 


Better performance and greater efficiency at 
lower operating costs are the direct benefits 
of a complete inspection and well organized 
maintenance program for street and highway 
lighting, according to engineers at the West- 
inghouse Lighting Division, Edgewater Park, 
Cleveland, Ohio. In addition, the normal life 
of the fixtures is increased materially, thereby 
conserving critical metals. 

A regular schedule should be set up for 
cleaning and painting luminaires and replac- 
ing lamps. Streetlighting units are rugged in 
construction and, if properly cared for, will 
give many years of dependable service. 

Loose electrical connections cause heating 
and burning of current-carrying parts, and a 
loose socket connection may cause complete 
failure of the socket and receptacle. : 

Constant current regulators usually require 
little or no attention but should be properly 
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The Commi Answer 


To Your Trenching Sinton 


THE CLEVELAND “BABY DIGGER” 


MODEL “95” 
Equally Efficient for Long Line Trench or City Distribution 


iterally thousands of miles of completed work have proven the correctness of the 
Baby Digger” design. The forerunner of all full-crawler trench excavators, the 
Baby Digger” stands supreme as a compact, light weight, easily transported 
encher. With it you have the best chance to machine dig your work. Compact, 
st, flexible, powerful and with all dead weight eliminated, the “Baby Digger” ex- 
tly meets conditions, whether it’s a cross-country transmission line or a short ser- 
ce extension in the city. 


asy to operate and transport and with the built-in qualifications to resist wear and 
use, the “Baby Digger” represents the utmost in economy and efficiency and assures 
aximum machine usage. Only the “Baby Digger” gives you such power, speed and 
trength and such a wide digging range in such a small pack- 

e. Write today for complete de- 

ils on this modern most usable 

leveland.” 


big time-saving "Cleveland" feature — Truck 
speed transportation on special trailers. 


HE CLEVELAND TRENCHER CO. 


"Pioneer of the Small Trencher" 
OO St. Clap Apmmpe 6. ik sk et tt tt te tt tl wl tt Oe Sle 
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DAVEY TREE TRIMMING SERVICE 


1846 1923 


JOHN DAVEY 
Founder of Tree Surgery 


This ls War 


Whether it's power, light or 
communications the tree problem 
is vital. Maximum war effort de- 
pends on flawless electrical services. 
There must be no interruptions now. 
Give the tree problem to Davey men. 





Always use dependable Davey Service 


BAVEY TREE EXPERT C8. KENT, OHI 


DAVEY TREE SERVICE 





INSIST ON 


VIELE 
Papers 
2 @) am 40) 01° 


Forms 
Records 
Stationery 


Superior Quality 
MADE FROM COTTON FIBERS 


PARSONS PAPER CO. 


HOLYOKE - MASSACHUSETTS 
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protected by relays, lightning arresters and 
primary cutouts where necessary. A check of 
secondary current should be made from time 
to time to see that proper current is being de. 
livered to the lamps. Overcurrent on the lamps 
will shorten their life. 

Under ground cables should be tested for 
resistance to ground and any weak points re- 
paired before actual failure occurs. In the 
event of breakdown, an entire section of cable 
may be ruined. 


Johnson Heads Allis-Chalmers Sales 


Wiiliam C. Johnson has been named man- 
ager of the Allis-Chalmers Mfg. Company’s 
general sales organization. 

Until his election as president, Walter Geist 
directed the general sales organization first as 
general representative and later as vice presi- 
dent. 

As general sales manager, Mr. Johnson will 
direct the sales of 1,600 different products and 
the operations of 60 district offices. 

Mr. Johnson joined the Allis-Chalmers or- 
ganization in January, 1924. In 1929 he was 
made the representative of the crushing and 
cement division in Atlanta, Ga., becoming 
sales manager for this division in 1940. 


Power Recovery Plan 


The Gilmer Power Recovery Plan which 
has been created to aid American industry in 
the conservation of every kind of power was 
announced recently by John S. Krauss, presi- 
dent of the L. H. Gilmer Co., Philadelphia, 
Pa., manufacturers of power transmission belt- 
ing. Charted to function as a national con- 
servation movement, the plan is offered to in- 
dustry at large. 

Nearly every industrial plant, according to 
Mr. Krauss, is losing some fraction of some 
power somewhere—whether they know it or 
not. And power that can be saved, too, without 
expensive operations. Little leaks here and 
there can add up to a total representing serious 
waste in all kinds of power services—elec- 
tricity, mechanical, steam, hot and cold water, 
compressed air and refrigeration. It is esti- 
mated that a 10 per cent saving in power used 
by industrial America will amount to ap- 
proximately 17,000,000,000 horsepower hours 
this year. 


Victory Drive Boosts Production 


Production at the Westinghouse Lighting 
Division in Cleveland has increased 17 per cent 
in the first month of the plant’s “Quicker 4 
Victory” drive, it was announced recently by 
the plant’s labor-management War Production 
Committee. 

C. A. Fike, chairman of the committee, als0 
disclosed that production in one of the divi- 
sion’s departments engaged in turning ott 
war-needed electrical equipment has increase! 
24 per cent. 
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THE OSGOOD MOBILCRANE 


GENERAL 


EXCAVATOR CO. 


Sizes: % -14-%-¥Y% 
DIESEL - GAS - ELECTRIC 
caea 
Associated with 


TH OSGOOD co 


3 The 
HERCULES 


COMPANY 





Tae OSGOOD co. 


helps to speed the War effort 
through its ability to move about 
freely on its rubber tired wheels. 
Needs no tracks, rails or special 
roadway — goes anywhere a large 
truck can go. 


Powered by one engine, and oper- 
ated by one man—with independent 
control of all motions—the MOBIL- 
CRANE comes in 3 sizes, 6, 15, and 
20 tons. 

Send for new catalog. 


SHOVELS 
te 21% Cu. Yd. \ORS DRAGLINES - CRANES 
Diesel-Oil-Gas-Electric Crawler & Wheel Mounted 
THE OSGOOD COMPANY, Marion, Ohio 
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YOUR VITAL FLOW LINES 


Keep 


Leaking valves are the saboteurs of pro- 
duction. Keep flow lines flowing by in- 
stalling positive-action, positive sealing 
Nordstrom Valves. They are good defense 
weapons, and most economical, too! 
Needless to say, the demand for Nord- 
strom Valves exceeds that of any previous 
year. While every effort is being made to 
fill customers’ needs, the most urgent de- 
fense orders must have right-of-way. So 
we suggest that you check your valve 


‘em flowing! 


needs for months to come right now! 
Nordstrom field engineers will gladly as- 
sist you in determining what valves will 
require replacement. They may be able to 
suggest more economical arrangemenis of 
piping or recommend valve hook-ups that 
will enable you to use fewer valves than 
in the past. 
Keep upkeep down with 


NORDSTROM VALVES 


July 2, 199 


latte ee 


MERCO NORDSTROM VALVE COMPANY 
A Subsidiary of Pittsburgh Equitable Meter Co. 
Main Offices: 400 Lexington Ave., Pittsburgh, Penna. Branches in principal. cities. 
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‘CLOSE RANKS! ROLL ‘EM 


“Close ranks! Roll ‘em up!” . . . that’s the order of the day if we are 
keep our gas and electric production lines rolling so our boys can 
eep ‘em flying.” 


Nearly every day, along with many other American industries, 
e find new gaps in our company ranks caused by people leaving to 
in our armed forces or some other branches of government service. 


But when the gaps are left they are promptly closed up as our re- 
aining workers ... “soldiers of the production line” .. . step in, roll 
p their sleeves, and do their part to keep things moving as efficiently 
5 possible. 


As a further step to Victory, these same workers are buying United 
ates War Bonds in increased amounts every month and are encourag- 
g their families and friends to do likewise. 


The power of our dollars invested in War Bonds plus the power of 
r utility plants combine to shorten the road to triumph over the Axis. 





LONG ISLAND LIGHTING COMPANY 
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Many valuable facts are being offered 
these days on the vitamin content of foods. 
But have you noticed how little the public 
is told about how to cook these foods so 
that these vitamins may be preserved? 

Robertshaw has seized this golden opportunity to perform a 
much-needed public service—and also promote a market for better 
cooking equipment when peace is here again. 


Through its Educational Program, Robertshaw is teaching the 
gospel of “Measured Heat” and the part heat plays in proper cook- 
ing. The Robertshaw “Measured Heat” Program is used by Home 
Economics teachers in grade and high schools. It is also widely 
used by County Home Demonstration Agents, Home Economics 
supervisors, and at Universities where home economics teachers 
study. These are the people in whose hands the future of cooking 


3) ROBERTSHAW cowriny 


YOUNGWOOD, PA. 


THE ROBERTSHAW 
WEASURED HEAT PR 


importance 


temperature 
d roasting— 


explains the 
of optimum 
in baking ®™ 
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YOU PRODUCE... 
Gl do the Rest! 


“lL know what it takes to win. 

“IL know | can. But | can't do it 
with my bare hands. | need muni- 
tions...planes...tanks... guns... 
ships... 

“And I need 'em NOW! 

“I'm depending on you folks 
back home to give—to work—to 
produce the stuff | need. 

“Yes, folks, you produce—l'll 
do the rest.” 


OKLAHOMA NATURAL 
Ge Company 





* BUY UNITED STATES WAR BONDS AND STAMPS 
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n 
Opportunity 


Our government has given us an opportunity 
to make the soundest investment in the world, 
through the purchase of United States War 
Savings Bonds and Stamps, which will furnish 
the money to back up the armed forces. 


This investment is an obligation as well as 
an opportunity to actively participate in the 
Victory program. 


Let us all invest for Victory. 


MINS, 


INTERNATIONAL 


“UCHINE® 


U.S. War Savings Bonds and Stamps 
are on sale in Post Offices, Stores, 
Business and Financial Institutions, 
Schools, Theatres, and IBM Offices 
throughout the Country 


INTERNATIONAL BUSINESS MACHINES CORPORATION 








——s 














This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





* 
W 


terrai 
kinds 
tainin 
lines, 
gets | 
great 

WI 
ing t! 
allies 


Public Utilities Fortnightly 














ASKS NO FAVOR 


OF WEATHER 
OR ROADS... 


W... trucks have to go over all sorts of 
terrain, through mud, sand or snow, in all 
kinds of weather, as in building and main- 
taining power, light, telephone and telegraph 
lines, Marmon-Herrington A/l-Wheel-Drive 
gets in, gets the job done, and gets out with 
greatest possible speed and economy. 


While thousands of these vehicles are serv- 
ing the military forces of America and her 
allies, thousands more are contributing to 


Setting utility poles under 
difficulties, in open field. 


, 


home defense, by building and keeping 
vital roads and utility lines open for traffic 
the year around. 


Available now on highest priority ratings 
only, Marmon-Herrington All-Wheel-Drives 
are establishing unbeaten records of per- 
formance at home and overseas, in the most 
difficult services ever known. If you can’t get 
one now, remember the name Marmon-Her- 
rington, when this war is won. 


MARMON-HERRINGTON CO., 1c. 


Cable Address: MARTON e Indianapolis, Indiana, U.S.A. 
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Rural lines and hi-lines are the war effort. 
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Sure as Shootin’ Lightning’s going to Strike 


A sudden storm, a stroke of lightning, and a flash over the insula- 
tors; several strands in a cable may be burned, but the line stays in 
there pitching, carrying power to vital war industries. Put a repair 
sleeve on right away, to make certain that the damage stops there. 

The Government has approved our supplying you with main- 
tenance materials, under ruling P-46, necessary to keep power 
lines on the job. 

If you need engineering advice on power line maintenance work, 
that service is also available to you. Many of the men you’ve 
known as experts on A.C.S.R. line construction are now expe- 
diting the production of Aluminum Alloy war materials. But 
they’re always ready to serve you. Write ALUMINUM CoMPANY OF 


America, 2134 Gulf Building, Pittsburgh, Pennsylvania. 
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More Dollars per Man per Month in the 
PAY-ROLL WAR SAVINGS PLAN / 


is 


TO WIN THIS WAR, 
more and more billions are need- 
ed and needed fast—AT LEAST A 
BILLION DOLLARS A MONTH 
IN WAR BOND SALES ALONE! 


This =e a minimum 4 10 
percent of the gross pay roll in- 
vested in War pst oy in every 
plant, office, firm, and factory in 
the land. 


Best and quickest way to taise 
this money—AND at the same 
time to “brake” inflation—is by 
stepping up the Pay-Roll War Sav- 
ings Plan, having every company 
offer every worker the ce to 
buy MORE BONDS. 

a 


If your firm Sas already installed, 
the Plan, now is the time— 

1: To secure wider employee’ 

articipation. 

2; To encourage employees to 
increase the amount of their 
allotments for Bonds, to an 
average of at least 10 percent 
of earnings. 

If your firm Aas not already ine 
stalled the Pay-Roll War Savings 
Plan, now is thetime to doso. For 
full details, plus _—— of result- 
os literature and promotional 

elps, write, wire, or phone: War 
Savings Staff, Section E, Treasury 
Department, 709 Twelfth Streets 
NW., Washington, D. C, 





U.S. War Savings Bonds 





4 = 
4 This space is a contribution to America’s all-out war program by 
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150,000 HP Francis Turbine 


for Grand Coulee Project 
(SHOP HYDROSTATIC TEST—230 LB. PER SQ. IN.) 


HYDRAULIC TURBINES 
FRANCIS AND HIGH SPEED 
RUNNERS 
BUTTERFLY VALVES 
POWER OPERATED RACK RAKES 
GATES AND GATE HOISTS 
ELECTRICALLY WELDED RACKS 


Newport News Shipbuilding and Dry Dock Company 
(Hydraulic Turbine Division) 


Newport News, Virginia 
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NOW UNCLE SAM'S "Cooking With Gas’! 


The little blue flame that boils our breakfast eggs is a roar- 
ing giant in war production. It fires ovens large enough to 
hold a tank or a turret. It helps to make bombs, guns, ships 
and planes. Its speed and flexibility make it the most de- 
pendable and economical of all fuels in America’s great 
program of war production. Uncle Sam is truly “cooking 
with gas” and that fuel will play a big part in the final 


ceremony of “cooking the Axis goose.” 


Rochester Gas & Electric 


Rochester, N. Y. 











SPRAGUE COMBINATION METER-REGULATOR 


LATEST ACHIEVEMENT 
IN 
GAS MEASUREMENT AND 
~ CONTROL. 


For Manufactured, 


Natural and Butane Service 


Write for bulletin. 


THE SPRAGUE METER C0. 


Bridgeport, Conn. 
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SAVE 50% 
IN TIME AND MONEY WITH 











THE ONE-STEP METHOD 


‘OF BILL ANALYSIS 











HAT effect is the national defense program having on your bill dis- 
tribution? Analysis of customer usage data will provide the answer to 
this important question. In addition to a knowledge of the existing situation, 
certain trends may be disclosed, a knowledge of which may be of considerable 
importance to you under circumstances where the picture is rapidly changing. 


The One Step Method of Bill Analysis is ideally suited to meet the needs 
of this problem. It does away with the necessity for temporarily acquiring, 
training and supervising a large clerical force. Our experienced staff plus our 
specially designed Bill Frequency Analyzer machines can turn out the job in 
a few days and at the cost of only a small fraction of a cent per item. 

We will be glad to tell you more in detail about this accurate, rapid and 
economical method for obtaining a picture of your customer usage situation. 
Write for a copy of the booklet “The One Step Method of Bill Analysis.” 


Recording & Statistical Corporation 


Utilities Division 
102 Maiden Lane, New York, N. Y. 
Chicago Detroit Montreal Toronto 
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GIVES: 


manufacturers 
contractors 

dealers 

installers 

users 

the greater understanding of 
fluorescent lighting that will 
point the way to more ef- 
fective installations and 


maximum customer satisfac- 
tion. 





PRACTICAL 


A number of actual in- 
stallations of many types, 
in factories, drafting rooms, 
offices, stores, homes, the- 
aters, etc., are pictured 
in this manual, with brief 
data, to indicate the scope 
of fluorescent-lighting ap- 
plication and suggest means 
of meeting specific illumi- 
nating problems. 








How to design, install, and service 
fluorescent-lighting 





Make sure you get the extra 
conaed by the growing popularity ; 
fluorescent lighting. Here is a practic 
manual covering the subject in all its g 
pects, presented so that anyone can 
stand it, with or without much el 
training. Gives the most authoritative jj 
formation available on construction 
performance of all types of fluo 
lamps, principles and methods of calculai 
illuminating requirements and desigais 
luminaires and installations, pointers 
methods of installing and maintaining 


rescent lamps and of locating and rem 
ing their troubles. Includes working data, comparison of cost factors ¢ 

JUST fluorescent and incandescent lighting, etc.—everything to aid in the 
signing, selling, installing, and servicing of efficient and satisfactory 


PUBLISHED ! rescent-lighting systems. 


FLUORESCENT LIGHTING MANUAL 


By Charles L. Amick 


Nela Park Engineering Department 
General Electric Company 


Besides giving a how-to-do-it cast to all information pre: 
the author emphasizes its meaning from the standpoint 
answering doubts or questions regarding the value of u 
fluorescent lighting. From this book both newcomers in ff 
lighting industry and more experienced readers will get ano 
all picture of every link in the fluorescent lighting chain and 
appreciation of the importance of each, as well as instructic 
in the methods of design, installation and servicing. 


312 pages, 6 x 9, 217 
illustrations, many tables, $3.00 
These 10 chapters give you a working 


knowledge of fluorescent lighting and 
its application 








USE THIS CONVENIENT ORDER COUPON 





. The Fluorescent Lamp 
. Auxiliary Equipment 
. Operating Characteristics 
. Installation Hints 
Service Suggestions 
. Luminaire Selection 
Fluorescent-lighting Design 
. Color Quality 
. Fluorescent Applications 
Lighting Economics 


PUBLIC UTILITIES FORTNIGHTLY 
Munsey Building, Washington, D. C. 


Send me a copy of Amick's FLUORESCENT LIGHTING MANUAL 
postpaid. | enclose $3.00 in [] check, [J] money order, 


Address 


City and State 
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TRANSITE DUCTS 
COST LESS TOINWSTALL/ 


HE long lengths and light weight of 

Transite Ducts make assembly easy, 
fast and economical, even when unskilled 
crews are used. Transite Conduit is so 
strong it needs no concrete envelope... . 
substantially reduces installed costs, par- 
ticularly where a small number of ducts 
per trench is involved. 

Transite Korduct, for use in concrete, 
makes further savings because its long 
lengths mean fewer spacers, fewer joints 
to make up. Due to its asbestos-cement 
composition, it requires less concrete sepa- 
ration for equivalent heat dissipation and 
fire protection between cables. For de- 
tails, write for brochure DS-410. Johns- 
Manville, 22 E. 40th St., New York, N.Y. 


, ECONOMICAL INSTALLATION is 
ed because of the long lengths and 
weight of Transite Ducts. Han- 
f and assembly are simple and 
».. lining up is rapid and accu- 
And when installed underground, 
hsite Conduit eliminates all the 
nse of a concrete casing . . . holds 
irue form under sustained earth 
and traffic pressure. 


FOR 
EFFICIENT, 
LOW-COST 










5 ER vi CE, TRANSITE CONDUIT... For TRANSITE KORDUCT... For instal- 

useunderground without _lationinconcrete. Thinner walled, 
5 P & Cc ! F y, a a concrete envelope and lower priced, but otherwise idene 
ia fe ec for exposed locations. tical with Transite Conduit. 
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PROFESSIONAL DIRECTORY 


® This Directory is reserved for engineers, account- 
ants, rate experts, consultants and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design and construction. 














THE AMERICAN APPRAISAL GOMPANY 


INVESTIGATIONS, APPRAISALS AND STUDIES 
for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other principal cities 








DAY & ZIMMERMANN, INC. 
ENGINEERS 
NEW YORK PHILADELPHIA 


PACKARD BUILDING 








DESIGN Fi ord, Bacon & Davis, one. RATE CASES 


OONSTRUCTION Enai APPRAISALS 
OPERATING COSTS ngmncers INTANGIBLES 
VALUATIONS AND REPORTS 


NEW YORK PHILADELPHIA WASHINGTON OLEVELAND OHICAGO 








J. H. MANNING & COMPANY 


120 Broadway, New York 
ENGINEERS 


Business Studies Purchase—Sales Valuations 
New Projects Management Reorganizations 
Consulting Engineering Mergers 

Public Utility Affairs including Integration 











SANDERSON & PORTER 
ENGINEERS AND CONTRACTORS 
Design and Construction of Industrials 
and Public Utilities. 
Reports and Appraisals in Connection 


With Management Problems, Financing, Reorganization. 
Chicago New York San Francisco 





Mention the FortNiGHTLY—It identifies your inquiry 
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PROFESSIONAL DIRECTORY (continued) 





Sargent & Lundy 


ENGINEERS 
Steam and Electric Plants 
Utilities—Industrials 
Studies—R eports—Design—Supervision 


Chicago 








STONE & WEBSTER ENGINEERING CORPORATION 


DESIGN AND CONSTRUCTION 
REPORTS * CONSULTING ENGINEERING * APPRAISALS 


BOSTON e NEWYORK e CHICAGO 
SAN FRANCISCO 





e HOUSTON e PITTSBURGH 
LOS ANGELES 








THE J. G. WHITE ENGINEERING CORPORATION 


ENGINEERS AND CONSTRUCTORS 


Steam Power, Hydroelectric and Industrial Plants 
Examinations, Reports and Appraisals 


NEW YORK 


NEW ORLEANS 








BARKER & WHEELER, ENGINEERS 


DESIGNS AND CONSTRUCTION — OPERATING 
BETTERMENTS — COMPLETE OFFICE SYSTEMS — 
MANAGEMENT — APPRAISALS — RATES 


11 PARK PLACE, NEW YORK CITY 
36 STATE STREET, ALBANY, N. Y. 


E. J. CHENEY AND CO. 


E ic and Busi Reports 
Investigations, Valuations, Cost Studies, Rates 





Regulatory Problems and Proceedings 
61 BROADWAY NEW YORK 








BLACK & VEATCH 


CONSULTING ENGINEERS 


Appraisals, investigations and re- 
ports, design and supervision of con- 
struction of Public Utility Properties 


4706 BROADWAY KANSAS CITY, MO. 


ROBERT E. FOLEY 


Erecting Engineer 


Telephone Lines—Rural Lines—Fire Alarms— 
Transmission Lines 


48 Griswold St. Binghamton, N. Y. 














EARL L. CARTER 


Consulting Engineer 


REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 
Public Utility Valuations, Reports and 
Original Cost Studies. 


910 Electric Building Indianapolis, Ind. 








Francis S. HABERLY 


ENGINEER 


Appraisals—Original Cost Accounting— 
Rates—Depreciation—Trends 


122 Sourn Micnican Avenug, CuHicaco 





(Professional Directory Concluded on Next Page) 
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JACKSON & MORELAND SLOAN & COOK | 


ENGINEERS 
CONSULTING ENGINEERS 
PUBLIC UTILITIES—INDUSTRIALS 
RAILROAD ELECTRIFICATION 120 SOUTH LA SALLE STREET 
DESIGN AND SUPERVISION VALUATIONS CHICAGO 
ECONOMIC AND OPERATING REPORTS 
Appraisals—Original Cost Studies 


BOSTON NEW YORK Depreciation, Financial, and Other Investigations 














JENSEN, BOWEN & FARRELL J. W. WOPAT 


Engineers Consulting Engineer 


Ann Arbor, Michigan Construction Supervision 
Appraisals - Investigations - Reports ‘eta te ie separ 
i; sain wae P Rate Investigations 


rate inquiries, depreciation, fixed capital . * 
reclassification, original cost, security ones 1510 Lincoln Bank Tower Fort Wayne, Indiana 























oe nen 
snr toe 





e Whatever the demands of the gas in- 

dustry may be, Connelly is equipped 
to meet them. With our new laboratory for scientific 
testing of purification materials and greatly increased 
facilities for the production of Iron Sponge, Governors, 
Regulators, Back Pressure Valves and other equip 
ment for gas purification and control, Connelly is a 
your service, ready for any emergency. 


Under the able management of Mr. A. L. Smyly, pio 
neer in gas purification and pressure regulation, this 
organization has continued its leadership in the field, 
and the fact that Connelly products are standard in 
hundreds of the leading gas plants of the country is 
indicative of the service rendered. 


@ Mr. A. L. Smyly 
President 
Connelly Iron 
Sponge & 

vernor Co. 


IRON SPONGE and GOVERNOR Company 
CHICAGO, ILL ELIZABETH. N. J 


Thte page is reserved under the MSA PLAN (Manufacturers Service Agreement) 
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How 
Your Water Werks Can Help 


To Win the War 


OU, in charge of Water Works, see men going off 

to the Army and Navy. You see them streaming to 
the plants engaged in War Work. And maybe you're 
wondering what YOU can do to help in YOUR job... 
“what's the Water Works got to do with war produc- 
tion, anyway?” 


More than you realize, perhaps! For you can help 
by preventing waste of materials vitally needed for 
war production. One method is a program of modern 
meter conservation which will result in reducing your 
pumpage . . . and save not only water, but chemicals 
to treat it and fuel to pump it. 


If your town and hundreds of other towns can reduce 
your pumpage (as did Hickory, N. C.) even 2.2% — and 
many can do FAR more — you will contribute much to 
the job ahead of all of us. 


What is a Meter Conservation Program? It is a plan 
of periodic meter testing and repairing — one example 
of which is quoted here. No matter what water meters 
you use, your nearest Trident Meter representative will 
be glad to advise you about such a program, without 
obligation on your part. Write for Bulletin 597a. Start 
your Water Works helping to win the war — today! 


HICKORY, N. C., HELPS * * * * x 


and gets increased revenue fo boot! 


When their meter testing and repair program started, Hickory, N. C., discovered 
many meters were ‘‘dead’’, (not registering). Within 10 months they saw that 
definite economies had been effected. The replacement of a 2” Compound meter 
with one newly repaired and tested, for example, resulted in a 16.7% increase in 
revenue in that period. 

Small (domestic) meters, averaging 14 years old (without repairs), cost a 
fraction over $2.00 apiece for repairs needed to bring them to 90% (or greater 
accuracy) at the rate of Ys g.p.m. Result—pumping—down 2.2%; revenve—up 
$2,539.99, more than paying for the cost of the program. 


NEPTUNE METER COMPANY - 50 West 50th Street - NEW YORK CITY 


Branch Offices in CHICAGO, SAN FRANCISCO, LOS ANGELES, PORTLAND, ORE., DENVER, DALLAS, 
KANSAS CITY, LOUISVILLE, ATLANTA, BOSTON. 
Neptune Meters, Ltd., Long Branch, Ontario, Canada. 
(near Toronto) 
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INDEX TO ADVERTISERS 


The Fortnightly lists below the advertisers in this issue for ready cn 
ence. Their products and services cover a wide range of utility needs. 
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Aluminum Co. of America 
American Appraisal Company, The 
American Gas & Electric Company 
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Babcock & Wilcox Co. . 
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Brookings Institution, The 
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Carpenter Manufacturing Company .......... ........... 
Carter, Earl L., Consulting Engineer 
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Ehret Magnesia Mfg. Co. 


Electric Storage Battery Company, The 
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Foley, Robert E., Erecting Engineer 
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We KNOW HOW THEY FELT! 


Those men who earned 
the first Navy E, back in 
1906, must have been the 
udest crew of tars in the fleet. We 


y= 


ow, for we feel the same bursting 
ide today. The blue Navy burgee 
Ww flying from our flagstaff sends a 
cial thrill through every man in 
plant. We're proud to be Americans. 


The Navy E is not lightly given, nor 
lightly received. It means more than 
Excellence. It stands for a good job 
well done, for teamwork better than 
the best . . . and its award to any 
civilian plant should double and re- 
double fighting spirit. From now until 
final Victory dawns, we pledge every 
effort to help Keep America Rolling. 


THE ELECTRIC STORAGE BATTERY COMPANY, Philadelphia 
The World’s Largest Manufacturers of Storage Batteries for Every Purpose 
Exide Batteries of Canada, Limited, Toronto 














Exide 


BATTERIES 
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Navy School at GE. 


Just one evidence ‘of the cooperation between the armed services 
and our vast industrial army —a school for submarine electricians 
conducted at one General Electric factory. 





ik Electricity is vital to the run- 
ning of every submarine. It does 
an amazing variety of important 
jobs, from turning the propeller to 
cooking the coffee. 


and go out into the 
shops where they watch workmen 
construct the same kind of elec- 
tric equipment that will some 
day be put in their charge. 





2. For that reason, there must be 
well-trained electricians. on every 
underwater craft. At this school, 
Navy electricians attend classes 
taught by G-E engineers 


4. This is but one proof of the 
thorough training which the U.S. 
Navy gives its men, so that the 
vital equipment of war will always 
be ready for action, 


General Electric believes that its first duty asa 
good citizen is to be a good soldier. 
General Electric Company, Schenectady, N. Y. 


959-10-211 
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